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.. l3j| Chicago may 
££' review London 
futures link plan 

'i ha^ 1 Chicago Board of Trade, the world’s busiest 

- . rj? v futures exchange. Is haring second thoughts 
about Its planned partnership with the London 
;*• T a '°^ International Financial Futures and Options 
M ": ^ Exchange. The link offers Llffe rights to trade 
Cjj the CBQTs US Treasury bond futures contract 
7? * «t when Chicago's trading floor Is closed, but 

CBOT members question why Chicago contracts 
'^pjvgcji. should shift to London when an electronic trad- 
, ' 4ss lug system can reach the samp customers at 

lower costs. Page 21 

Belgians protest at unemployment: More 
l rSQm than 40,000 protested against job losses at bank- 

„ rupt Belgian steelworks Forges de Clabecq In 
IT.. * the country's second mass industrial demonstra- 
tion In a week. Page 2 

■ ^>k3L 

«•.»£ Canadian priest mtirderod: Canadian 
’w- -t.’ Roman Catholic priest Guy Pinard, 61, was shot 
dead as he celebrated mass at his parish ch»Tch 
north west Rwanda. 

;/ '^3 Mora killed In Algeria violenee: KiDera 

* C with knives and axes decapitated 31 people in 
the Algerian town of Medea at the weekend, 

’ * : 3Sj reports said. About 310 people have been killed 
-Sj-tsrr and some 600 Injured in the fresh violence 
sat blamed on Moslem militants. Italy reassures 

* - * r vd Algeria. Page 4s Editorial Comment, Page 19 

US and China In trade deal: Beijing and 
T .. f Washington reached a last -minute agreement to 
7 T~. .7. extend a 1994 deal on access to textile markets. 
But the US said 519m In penalties put mi 
imports of Chinese textiles last September 
I'.'Tf."* would stand. The US had accused China ofmov- 
*-1.1 K°°ds through third countries to avoid 
quota curbs. Page 3 

77 Marcher* marie bloody Sunday; More 
. . 11 than 20,000 people marched through the streets 
7 - 2 ; °f Londonderry in Northern Ireland to mark the 

* 111* 25th anniversary of Bloody Sunday, the 1972 
anti-internment demonatration which ended 
with 14 protesters being killed by British troops. 

-- =£• French tourists killed: An aircraft filled 

with French tourists crashed seconds after take- 

off from Tambacounda. Senegal, killing at least 

23 people. The 29 others on board survived. 

g gsga Corsica bomb blitz: Corsican separatist 
guerrillas defied a French government crack- 
- ‘7 down, exploding more than 50 mostly small 

bombs In a few hours. No one was hurt. Page 2 

■ Irish hmksepera back down on boon 

The Irish Republic's publicans reversed a 5p (6 
US cents) rise in the cost of a pint of beer after 
: the government threatened price controls. Page 
: 2 

Chase Capital Partners, merc han t hanking 
arm of Chase Manhattan, the largest US bank, is 
forming a venture to buy financial services com- 
panies across Latin America. Its aim is to "put 
together a regional Latin America-wide hank" . 

; Chase’s partners include Infisa of Chile and the 
, National Bank of Canada. 

‘ , World Cup football row: The row over the 

' venue tor the 2006 World Cup took a p ew tw ist 
, as European football’s governing body UEFA 
claimed England knew two years ago that it was 
h arfrtng Germany to host the tournament. But 

England's Football Association said it knew 

, nothing of the plan until late last week and 

■ pledged to continue its campa ig n to bring the 
event to England. Observer, Page 19 

,2003- European Monetary Sysfoms The spread 
between the strongest and weakest currencies 
in the EMS grid narrowed slightly last week. 

The Frendi frenc remained the weakest cur- 
rency to the system and the Irish punt the 

i strongest The Italian lira slipped one place an d 
the Belgian franc dropped two places. Curren- 
cies, Page 28 
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Showdown on Cuba trade 


By Guy d* JonquMres 
in Davos 

The European Union is 
heading for a showdown with 
the US over its Hehns-Burton 
anti-Cuba legislation, which 
trade diplomats fear could 
impose serious strains on rela- 
tions and provoke a crisis in 
the World Trade Organisation. 

The confrontation is likely 
to come to a head this week, 
when Brussels is expected to 
ask Mr Renato Ruggiero, WTO 
director-general, to break a 
procedural deadlock with the 
US by personally naming the 
members of a WTO panel to 
rule on an EU complaint that 
Helms-Burton violates world 
trade rules. 

Mr Ruggiero is obliged to 
respond to such a request But 


Europe to ask WTO to act on US law 


the US has threatened to block 
the case by vetoing his choice 
of panellists and challenging 
the WTO's right to judge the 
EU complaint. Washington 
says WTO intervention would 
Infringe on the sovereign pre- 
rogative of governments to 
determine their national secu- 
rity arrangements. 

Such unprecedented moves 
could undermine the WTO’s 
disputes procedure. Its main 
instrument for enforcing trade 
disciplines and the bedrock of 
its institutional authority. “In 
terms of the multilateral trade 
system, it would be like press- 
ing a nuclear button," a trade 
diplomat said yesterday. 


IRE FT IN DAVOS 

MORE REPORTS PAGE 6 

Mr Ruggiero and some EU 
member states have sought to 
defuse the dispute by urging 
Sir Leon Brittan, the EU trade 
commissioner, to soften bis 
line. But Sir Leon insists the 
US must further restrict its 
application of Helms-Burton, 
and of the D'Amato law, which 
penalises foreign investors in 
the energy industries of Libya 
and Iran. 

US officials say President 
Clinton has already gone a 
long way to meet EU concerns 
by deciding late last year to 


waive for a further six months 
a provision in Helms-Burton 
which authorises private US 
court cases against foreign 
companies “trafficking” in 
Cuban assets that were seized 
from Americans. Mr Clinton 
said he would continue to 
extend the waiver if US allies 
maintained pressure on Cuba 
to move towards democracy. 

But Sir Leon said yesterday 
the move did not go far 
enough. As well as seeking 
more permanent action to pro- 
tect EU interests, he wants the 
US to curb a section of Helms- 
Burton that allows denial of 
US entry visas to foreign exec- 
utives of companies deemed to 


be in violation of the law. 

Sir Leon said It was politi- 
cally possible for the US to 
meet his demands, but talks 
with US officials in Washing- 
ton last week and in Davos 
over the weekend had cot pro- 
duced a compromise. “We are 
going to ask Renato Ruggiero 
to nominate a WTO panel 
straight away,** he said. 

As well as infuriating the 
US, such a step could provoke 
tensions between EU mem- 
bers. France is urging Sir Leon 
to take a more conciliatory 
stance, arguing that the WTO 
could face difficulties if Wash- 
ington blocked the case on 
national security grounds. But 
Italy, whose stet telecommuni- 
cations company is threatened 
by the legislation, is pressing 
for a hard line. 


Soeietf 


German panel 
casts doubt 
on Emu start 



By Tony Jackson in Davos 

German business leaders ex- 
pressed strong doubts at the 
weekend over whether the 
European single currency 
would start on its January 
1999 target date, and held up 
the prospect of market turmoil 
if Italy were among the first 
members. 

Mr Ulrich Cartellieri, a Deut- 
sche Bunk- board member, said 
there were only 400 working 
days until the target date and 
said “only a tiny fraction" of 
businesses had begun techni- 
cal preparations. “Even fewer 
have considered the strategy 
implications," he said. 

Speaking in a panel debate 
on the implications of the sin- 
gle currency for business, Mr 
Cartellieri said arguments 
between France and Germany 
over the nils of the European 
central bank revealed a much 
deeper rift “It shows there are 
strong fundamental doubts in 
both France and Germany 
about the whole concept” 

It was also increasingly 
clear, he said, that Italy could 
not sustain a hard currency. 
“How will France and Ger- 
many explain to Italy that it 
should stay out?" he asked, “ha 
the view of many, if Italy is 
admitted it could be a time- 
bomb within the union. If 
those issues drag on much lon- 
ger, the whole scenario of Emu 
in 1999 might implode." 

The present confidence in 


Senior figures In Britain’s 
ruling Conservative party last 
night prepared to turn the 
European single currency into 
a key election issue, after Mr 
Robin Cook, the opposition 
Labour party’s foreign affairs I 
spokesman, gave the strongest 1 
sign yet that an incoming , 
Labour government would | 
sign up to the euro. Report, ! 
Page 8. 

the financial markets on the. 
single currency could change 1 
rapidly, he said- “They may, 
start to question whether, it V* 
plain Railing for the euro, or 
whether it is heading for the - 
rocks.” 

' Mr Ernst-Moritz Lipp, a 
Dresdner Bank board member, 
said: “Spain can make it, Italy 
probably not But It does not 
work politically to have Spain 
take part in Emu without 
Italy." He said the possibility 
that a broad array of countries 
could launch the single cur-, 
rency was “a sward of Damo- 
cles hanging over financial 
markets”. 

Mr Carl Hahn, former chief 
executive of Volkswagen, was 
concerned about the immedi- 
ate results of Emu. “Let us 
assume we are day one of 
Emu," he said. “The previous 
day, we had price levels vary- 
ing across the EU by 20 to 25 
per cent Suddenly, prices will 

Continued on Page 20 




UK set 
to finalise 
open skies 
agreement 
with US 


By Michael Skapinker, 
Aerospace Correspondent 

The UK is preparing to 
abandon Bermuda □, the 20- 
year-old aviation agreement 
with the US, in favour of a 
more liberal accord, partly to 
head off attempts by Brussels 
to negotiate on behalf of Euro- 
pean Union members. 

The government has 
accepted that the restrictive 
agreement is outdated because 
of the worldwide move 
towards aviation liberalisa- 
tion. The UK and US are 
believed to be closer to reach- 
ing a new “open skies” accord. 

Negotiations, due to resume 
in Washington tomorrow, 
have been postponed because 
a UK team member is ifl. 

The US has made the conclu- 
sion of an open skies agree- 
ment a precondition for 
approving the proposed alli- 
ance between British Airways 
and American Airlines. 

The alliance provides for 
extensive co-operation 
between the airlines, with 
“code^harlng", or the right to 
sell seats on each other’s 
flights. 

BA will today defend the 
proposed allian ce at EU com- 
petition directorate hearings. 

Mr Robert Ay ling, BA’s 
chief executive, is expected to 
say that BA and American 
will lose up to Slbn of reve- 
nues a year if they give up 168 
weekly slots at London’s 
Heathrow airport as required 
by the UK government. 

Mr Ian Lang. UK trade and 
industry secretary, has said If 
BA and American give up 168 
-slots, their alliance will not be 
referred to the Monopolies and 
Mergers Commission. 

US regulators are still exam- 
ining the alliance. Bnt Mr 
Karel Van Miert, EU competi- 
tion commissioner, has said 
168 slots are not enough and 
threatened legal action 
against the UK if it approves 
the deal on that basis. 

Mr Ay ling will argue today 
that the Commission itself has 
recognised the need for Euro- 
pean airlines to form alliances 
with US carriers. In addition 


Continued on Page 


Russian president ^ Boris 
Yeltsin (left) shakes^ hands 
with his Frepch; counterpart 
Jacques Chirac after, their 
three-hour summit meeting 
near- Moscow- yesterday. 
ReportPage2 - . ' rcbfkap 


Clinton plans $98bn tax 
cuts to honour poll pledge 


... s --r 


It’s a Computer. 

(But not as we know it). 


By Gerard Baker in 
Washington 

President Bfll Clinton wiD call 
for tax cuts worth |96bn when 
he unveils his budget propos- 
als tor the coming fiscal year, 
administration officials said 


The proposed reductions, 
which will make good on 
promises given by the presi- 
dent in last year’s election 
campaign, are intended to be 
achieved without prejudice to 
the broader aim of balancing 
the federal budget by 2002. 

The cats, to be announced 
on Thursday, will focus on pro- 
viding relief for low-income 
i fhmlHtw to improve access to 
I higher education. Bnt there 
win also be a small but politi- 
cally significant capital gains 
tax cut for homeowners and 
additional tax relief for small 
businesses. 

The budget win come at the 
end of a critical week for Mr 
Clinton as he seeks to further 
his aim of securing a biparti- 
san approach with Congress 
on a range of policy issues in 


his second term. On Tuesday 
be will deliver his State of the 
Union address, in which he 
will reiterate his call for 
co-operation with the Congress 
in his inaugural address. 

The Republican-controlled 
Congress, which must approve 
ffie final budget, is pushing for 
larger tax cuts, especially on 
capital gains, within the over- 
all aim of balancing the budget 
in five years. Mr Clinton’s pro- 
posals represent another small 
step towards narrowing the 
gap between the two sides. 

Last month administration 
officials revealed that the pres- 
ident’s budget would also 
Include an estimated $138bn is 
cuts in Medicare, the health 
insurance programme for the 
elderly. Although Republicans 
expressed doubts about the 
reliability of the president's 
figures, they acknowledged 
that the plans represented a 
move towards their own goal 
of deeper social spending cuts. 

Leading Republicans yester- 
day gave a cautious welcome 
to Mr Clinton’s tax plans, but 
said they would wait for full 


CONTENTS 


details ■ before deciding 
whether they significantly 
enhanced the prospects for 
agreement 

“I support the overall num- 
ber [SSSbn in tax cuts], but Fm 
not sure I support each item 
within it," said Mr Pete 
Domenlci, chairman of the 
Senate Budget Committee. 

Mr Trent Lott, the Senate 
majority leader, and Mr Newt 
Gingrich, the House Speaker, 
yesterday invited Mr Clinton 
to meet congressional leaders 
on Capitol BS11 on Wednesday 
to try to make broader prog- 
ress on a range of legislative 
issues. 

But the spirit of comity 
between the two sides will con- 
tinue to be undermined by 
political uproar over the Dem- 
ocratic party's campaign 
finances . At the weekend it 
wzs revealed that an official, 
tax-funded White House data- 
base was used to target poten- 
tial donors. A Senate investiga- 
tion into funding activities by 
the Democrats will begin after 
this week's display of biparti- 
san cooperation. 



This is a JavaStatioa It's a thin dent - the kind 
of machine that visionary companies fike Sun 
Mfousystems befieve represents the future of 
corporate desktop computing. 

it has no disk. It has no conventional operating 
system, ffs designed to run pure Java, using 
applications reskSng on your server. The 
benefits indude higher reiabifity, better security 
- and a significant decrease in cost of ownership 
over tracfitfonal PCs. 

Cal for our JavaStation one-page summary, and 
Network Computing and Java executive briefing. 
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NEWS: EUROPE 


Recovering Russian president meets Chirac (Belgians protest at job losses 

Ypltsin hark in limrlioht ksks. .cr.s&ssft sssrgs £££3 

I eusill 04LK ID Ullieugui „ sawjwa S5KS 


By Chrystia Fraetand in Moscow 

Mr Boris Yeltsin yesterday sought to 
reassert hims elf as Russian president 
by holding a three-hour summit meet- 
ing with Mr Jacques Chirac, his French 
counterpart. 

The meeting, which focused on the 
planned eastward expansion of the 
Nato alliance this year, was Mr Yelt- 
sin's first international appearance 
since he contracted pneumonia last 
month. It came amid increasing asser- 
tions that he was no longer physically 
able to run his country. 

Mr Chirac said after a discussion 
which carried on for an hour beyond 
its planned length that he was 
“impressed by the speed of bis recov- 
ery”. He said: “I found him , as always, 
extraordinarily well informed about all 
the problems of the world, which we 
discussed together, and very tough in 
the defence of Russia's interests, which 
is entirely legitimate." 

The Kremlin is hoping the testimo- 
nial will help Mr Yeltsin shake off 

EUROPEAN NEWS DIGEST 


doubts about his health which deep- 
ened last week after the Russia leader 
cancelled a planned trip to The Hague. 
The summit was also Moscow's latest 
move in its campaign to soften the 
blow of Nato expansion. 

Having seemingly accepted Its inevi- 
tability. Russia Is now pressing the alli- 
ance to sign a formal charter in which 
current Nato members would pledge 
not to deploy nuclear missiles or heavy 
conventional weapons or to station 
their own troops an the territory of 
Nato’s new eastern European initiates. 

The US and most Nato partners 
oppose a legally binding agreement, 
which would require parliamentary 
ratification, but Russia is hoping to 
exploit tensions within the alliance, 
especially between Paris and Washing- 
ton, to get Its way. 

After the meeting with Mr Yeltsin. 
Mr Chirac was optimistic that Nato 
and Russia could make a deal. But he 
was noncommital as to what type of 
agreement France would lobby for, say- 
ing his government had no strong pref- 


erence between a legally binding char- 
ter and an informal declaration. 

After urging both Russia and his 
Nato allies to be flexible and show 
mutual respect, Mr Chirac said: “If 
these conditions are met, I think, and 
this is my personal impression, that an 
agreement can be reached before the 
Madrid summit” 

At the summit to be held In July. 
Nato is expected to issue invitations to 
some eastern European countries to 
join the alliance. 

Appearing only fieetingly before 
western journalists, Mr Yeltsin smiled 
and spoke in a steady voice. But the 
Russian leader moved stiffly. 

• Mr Alain Jupp6, French prime min- 
ister. is due to meet Mr John Major, his 
UK counterpart, in London today, 
writes David Owen in Paris. He is also 
expected to hold talks with business 
leaders and institutional investors 
among the clients of NatWest Markets 
at the invitation of its deputy chair- 
man, former foreign secretary Mr 
Douglas Hurd. 


By Neil Buckley 
hi Tubbs, Belgium 

Belgium witnessed its 
second mass industrial dem- 
onstration in a week yester- 
day when more than 40,000 
people joined a protest 
against unemployment at 
1 Forges de Clabecq, the bank- 
rupt steelworks. 

The march in Tubize, Wal- 
lonia - Belgium's franco- 
phone southern region - fol- 
lowed last Wednesday’s 
march through Brussels by 
20,000 public sector workers 
In protest at government-im- 
posed wage restraints and 
the threat to their jobs posed 
by privatisation. 

It sent a further signal of 
public discontent to Bel- 
gium's government, which 
has been battered by a series 
of scandals. The four-party 
coalition was plunged into a 
new controversy last week 
when two senior members of 
the francophone Socialist 
party were arrested for alleg- 
edly taking bribes. 


After charges of mishan- 
. flimg a paedophile murder 
case last year in which at 
least four young girls died, 
and allegations against two 
ministers - of whom only 
one has been cleared - of 
having sex with under-age 
boys, the latest worker 
unrest has Increased the 
pressure on an already 
weakened government. The 
original spur for the Tubize 
marchers, estimated by 
police at 35,000 but by union 
organisers at 50,000. was the 
threat to L800 jobs at Forges 
de Clabecq. The steelworks, 
60 per cent owned by Wal- 
Ionia, was declared bankrupt 
last December after the 
European Commission 
vetoed a BFrl.Sbn ($49m) 
rescue package. 

But the presence of the 
families of two young vic- 
tims of a paedophile murder 
case which rocked Belgium 
last year gave the march a 
wider resonance. Although 
yesterday’s so-called "Multi- 
coloured March" attracted 


far fewer than the 250,000 
demonstrators who joined 
October's “White March” in 
protest at official mishan- 
dling of the paedophile scan- 
dal, organisers said the 
response fully vindicated 
hniriing the event. 

The 4 km -long colu mn of 
marchers ringed Tubize 
before assembling for a mass 
rally inside the Clabecq com- 
pound. 

Mr Roberto D’Orazio. the 
branch leader of the FGTB 
socialist union who called 
the march, told the crowd it 
was a protest not just 
against the failure of Belgian 
and European Union employ- 
ment policies, hut against all 
social injustice. "The system 
has failed our children and 
failed our workers," he said. 
"It is up to us to change it" 

Clabecq's 1,800 jobs rema in 
in doubt after Wallonia 
refused a request from the 
plant’s receivers for 
BFrSOOm financing for a tem- 
porary re-start 

With 800 jobs also threat- 


ened at Usines Gustave Boel, 
the struggling, privately 
owned Walloon steelworks 
in merger talks with Hoo- 
govens of the Netherlands, 

Clabecq’s closure would be a 
severe blow to Wallonia. Fig- 
ures last week suggested 
4.800 Belgian Jobs were lost 
In January alone, many of 
them in Wallonia. 

On top of its unemploy- 
ment headache, and the need 
to impose a continuing aus- 
terity programme on Belgian 
citizens aimed at meeting 
the criteria for European 
monetary union, tiie govern- 
ment is under pressure to 
make sweeping legal 
reforms. 

Mr Jean-Luc Dehaene, 
prime min ister, has also 
come under pressure to 
expel the Socialist party 
from the coalition after two 
former Socialist ministers 
were accused of receiving 
funds illegally in the 1980s 
from Dassault, the French 
aviation group. All the par- 
ties deny any wrongdoing. 


Tirana acts to 
boost currency 

The Albanian authorities took tough measures at the 
weekend to bolster their fragile currency and prevent 
street protests ahead of Wednesday’s planned pay-out to 
desperate investors in two failed pyramid finance 
schemes. The central bank intervened heavily In the 
foreign exchange market yesterday, selling large amounts 
of dollars in order to stop the collapse of the currency, 
which fell sharply late last week. 

The lek. which at one point on Friday was trading at 
136 leks to the dollar after losing more than 20 per cent of 
its value since the be ginnin g of the year, climbed back to 
114 during late trading yesterday. In a parallel move, the 
Bank of Albania has raised interest rates on lek deposits 
by up to 3.5 percentage points, bringing rates on one-year 
deposits to 22 from 19 per cent 

The police in Tirana put a heavy force on to the streets 
of the capital yesterday to block a planned protest led by 
Mr Azem Hajdari, the leader of the Albanian trade union 
movement who was one of the founders of the governing 
Democratic party that ousted the Communists in the 
early 1990s. Kevin Done and Kerin Hope. Tirana 

Corsican rebels plant bombs 

Separatist Corsican guerrillas mounted a show of force on 
Saturday, detonating more than 50 small bombs on the 
most violent night on the Mediterranean island for nearly 
a year. Nobody was hurt by the explosions, which 
damaged post offices, banks, tax offices and chambers of 
commerce around the island. 

The Corsican National Liberation Front (FLNC) 

Historic Wing claimed responsibility for planting the 
bombs, which came after a pledge by France’s centre-right I 
government to crack down on the violence thathas i. . . i 

plagued the island far 20 years. David Owen, Paris 

Swiss truck tolls criticised 

European Union transport ministers have denounced as ( 
“unacceptably high" a recent proposal by Switzerland to 
impose a SFr600 ($429) levy on each truck passing through 
its territory. The levy is intended to replace a ban it 
imposed on vehicles over 28 tonnes following a 
referendum. Much goods traffic bound for Italy has been 
diverted through France and Austria as a result, and the 
issue is hampering EU negotiations over a broader 
economic accord with Switzerland. 

Mr Neil Kinnock, European transport commissioner, 
said: “SFr600 for crossing Switzerland is not even a figure 
to start talking about.” He added: “The time available is 
not very great - we are not therefore talking about 
several months" before an agreement needed to be 
concluded to ease the burden on Switzerland's EU 
neighbours. At the ministers' meeting in Amsterdam, Mrs 
Annemarie Jorritsma. the Dutch transport minister, 
urged the Swiss to improve rail access through by 
tunnelling through the Alps. Gordon Cramb. Amsterdam 

Polish group wins road deal 

Autostrada Wielkopolska. a Polish consortium of 
construction companies and banks led by the listed 
Elektrim power engineering conglomerate, has been 
chosen to build and operate the country's first big toll 
motorway, against strong competition from a foreign 
group led by Germany's Bilfinger and Berger (B&B). 

The decision on the $1.5bn contract for the 364km 
stretch of the A2 from Swiecko on the German border was 
taken at the weekend by the ABIEA, the official toll 
motorway regulatory body. The ABiEA's recommendation 
now has to be approved by the government 

The motorway programme envisages that private 
finance will be used to build 2,500km of toll motorways in 
Poland in the next 15 years. Christopher BobmskL Warsaw 
• Holiday Inn, the Atlanta-based hotel group, is to open 
20 hotels in Poland over the next 10 years In a franchise 
agreement with Global Hotels Development Group 
Poland. Global Hotels, which is seeking to raise $120m, 
will own or manage the hotels under a franchise contract 
with Holiday Inn, owned by Bass, the UK brewer and 
leisure company. Schefierazade Daneshkhu. London 
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Turkey under fire for 
‘links to drugs trade’ 


By John Bartiam in Ankara 

T urkey's battered inter- 
national image is 
under attack again 
but not this time for human 
rights violations. Instead the 
government is accused of 
involvement in the booming 
heroin trade between 
Afghanistan and Pakistan 
and western Europe. 

Last month a German 
judge said Turkish gangs 
enjoyed “excellent relations” 
with the government in Ank- 
ara and even “personal con- 
tacts” with Mrs Tansu Ciller, 
foreign minister in the 
Islamist-led coalition. He 
said this seriously compli- 
cated German heroin -smug- 
gling investigations. 

A British Home Office 
minister, Mr Tom Sackville. 
joined the attack, accusing 
Ankara of leaking sensitive 
intelligence to smugglers. 
“There have been incidents 
where information definitely 
got back to drug dealers,” he 
said. “If we are going to 
share information and work 
together we have to abso- 
lutely trust those people we 
are' dealing with." ! 

- -■ Western capitals also 
worry that Turkey may be a 
money laundering centre. 
Parliament outlawed money 
laundering last year, but the 
government has not begun 
enforcing this. 

The government has 
lashed out at foreign criti- 
cism. The foreign ministry 
said Germany had provided 
no evidence showing Mrs 
Ciller knew heroin smug- 
glers. It said: "The airing of 
such generalised accusations 
against our country is unac- 
ceptable”: It added that west- 
ern governments were mak- 
ing the accusations to block 
Turkey’s aim of joining the 
European Union. 

Mr Tun cay Yilmaz, narcot- 
ics police chief, is upset that 
London has stopped pooling 
intelligence. He says sei- 
zures are mounting every 
year, proof of the effective- 
ness of his overworked and 
underpaid staff. 

However, increasing sei- 
zures also indicate a big rise 
in drug running. Heroin sei- 
zures in Turkey have dou- 


CORRECTION 

EU tax rivalry 

In the graph on Page 2 of the 
FT on January 31, showing 
the trends in implicit EU tax 
rates, the labels were trans- 
posed. The graph should 
have shown the tax on 
employed labour rising, and 
the tax on production frill- 
ing. 
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bled In three years to more 
than 4,000kg. European 
police say Turks supply 80 
per cent of Europe's heroin. 

For years foreign govern- 
ments and local political 
commentators have worried 
that traffickers are using 
their huge profits to buy pro- 
tection from corrupt offi- 
cials. Concern gave way to 
alarm in November when Mr 
Mehmet Agar, the powerful 
interior minister, resigned 
after it emerged he knew Mr 
Abdullah Catli, a wanted 
heroin smuggler. 

The relationship came to 
light alter Mr Catli. his girl- 
friend and a senior police- 
man were killed when the 
car they were travelling in 
together crashed- Mr Sedat 
Bucak, a Kurdish MP from 
Mrs Ciller’s centre-right 
True Path party, .escaped 
with mino r injuries. 

The normally pliable 
media have pursued the 
story ever since, while 
.courts and government 
investigators drag their feet 
Newspapers found Mr Catli 
using an alias, had a gun 
permit signed by the interior 
minister himself and’.an offi- 
cial passport - -- r. 

I nvestigative journalists 
alleged that officials 
hired gangsters like Mr 
Catli with ultra-right politi-. 
cal sympathies as assassins 
to eliminate “state enemies". 

The media also reported 
how the heroin trade had 
become entwined with the 
war against the separatist 
Kurdistan Workers party 
(PKK). The government has 
always said the PKK is 
involved in trafficking. Now, 
reporters are finding links 
between smugglers, security 
forces and pro-government 
Kurdish militia. Mr Bucak is 


the leader of the largest such 
militia. 

Mr Qzgen A car, an editor 
on the opposition newspaper 
Cumburiyet. says a “state 
within a state” has emerged 
in the Kurdish south-east 
which straddles drug routes 
from Iran, comprising gang- 
sters. paramilitary com- 
manders and militia r+ifpfu 
with links to senior officials 
in Ankara. Weston analysts 
note that trafficking is 
increasing and processing 
laboratories are springing 
up, in spite of the heavy 
presence of security forces. 

A rushed government 
Investigation into ties 
between officials and organ- 
ised crime said 35 people 
should be Investigated, 
including several members 
of parliament. But lifting 
their immunity from prose- 
cution will be difficult. The 
politically powerful army 
has rejected demands that it 
be investigated. 

Three parliamentary 
investigation committees 
have cleared Mrs Ciller of 
corruption charges. Mrs 
Ciller remains unrepentant 
about her True Path party's 
links with Mr Catil She said: 
“Those who stand in the fir- 
ing line for the sake of the 
people and the state are 
always remembered with, 
respect. They are honour- 
able. Abdullah Catli was not 
convicted of any crime." 

Observers fear drug 
money will continue corrod- 
ing the state. Mr Acar says: 
“I do not think [politicians] 
smuggle heroin or launder 
money directly. They turn a 
blind eye. Most [public 
employees] are honest but 
with inflation and low. wages 
I wonder how they can con- 
tinue rejecting corruption 
every day." 


Dublin has beer price rise swiftly reversed 

Trouble 
brews in 
Ireland 


By John Murray Brown 
in Dublin 

Ireland’s publicans have 
been forced to retract a 5p 18 
US cents) increase on the 
cost of a pint of beer after 
the government angrily 
threatened to impose price 
controls. Mr John Bruton, 
prime minister, was 
described as “apoplectic” at 
the price rise. His consumer 
affairs minister, Mr Pat Rab- 
bitte, warned it was some- 
thing “up with which the 
government would not put". 

The government is partic- 
ularly incensed because it 
made a point of not putting 
up excise tax on beer in last 
month's budget, the last full 
one before the general elec- 
tion to be held by November. 
Beer prices are an emotive 
topic In many countries but 
particularly in Ireland, the 
world's third largest per cap- 
ita consumer. 

Only Germans and Czechs 
drink more beer: 

Mr Brqton raised tHetissue 
at parliamentary question 
time, accusing publicans of 
creating a price cartel, 
before dipping out to a' city 
centre public house to. test 
tbe facts for himself, j 

After a public berating by 
the government, 1 the 
Licensed Vintners Associa- 
tion, which represents 600 
pubs in Dublin, agreed to 
reverse the price rise. 

In a bad week for tbe .pub- 
licans, the Irish Competition 
Authority then announced a 
full probe into tbe drinks 
market, the first investiga- 
tion conducted under new 
powers agreed by parliament 



John Bruton examines Irish beer prices last week 


last year. The prime minis- 
ter’s brother, Mr Richard 
Bruton, the enterprise and 
employment minister, called 
for the investigation to be 
from the “malting house to 
the public house". 

In Dublin bars, beer was 
selling this week at between 
I£2 ($3.21) and IE2.30 - and 
up to IE2.50 in hotel bars 
such as the Horseshoe in the 
Shelbourne. 

Mr John Fingleton, a lec- 
turer on competition policy 
at Trinity College Dublin, 
estimates the price of stout 
has risen by 16 per cent in 
real terms since 1986, while 
in the off-licence market 
prices have fallen by 13 per 
cent - a gap equivalent to 
40p a pint 


The Competition Author- 
ity is expected to recom- 
mend changes to the 1908 lic- 
ensing act which currently 
allows publicans to restrict 
new entrants, with the effect 
that the number of licences 
has not increased in over 80 
years. 

“The economics are very 
clear. We need to liberalise 
the licensing system. But 
this is a political issue, and 
we all know there are lot of 
publicans in the Dfiil," says 
Mr Fingleton. 

The laws of economics 
were nonetheless evident In 
one Cork city street, where 
Bradleys, one of 13 pubs on 
Barrack street, was yester- 
day selling Guinness at 
ttl.57. 


Healthcare put back 
on Romania’s agenda 

Virginia Marsh on a new government pledge 


Romania’s health system: awaiting treatment , 

Death rates front tuberculosis 
(per 100, C00) 


T elevision viewers all 
over the world were 
horrified when the 
overthrow of the repressive 
regime of Nlcolae Ceaufescu 
exposed the state of Roman- 
ia’s medical services. Film of 
neglected, Aids-infected 
babies and starving orphans 
unleashed a wave of interna- 
tional sympathy and human- 
itarian aid. 

Seven years later, the situ- 
ation has improved but prog- 
ress has been slow. 

Failure to move ahead 
with reforms, along with 
years of post-communist 
recession, contributed to an 
increase of about 10 per cent 
in crude mortality rates 
between 1990 and 1995. 

Tuberculosis and meningi- 
tis are an the rise, and Infant 
and maternal mortality rates 
remain among the highest in 
Europe. Hospitals are often 
dirty and cold, short of food 
and medicine, and without 
working plumbing. 

Now, however, there 
appears to be a chance for 
improvement. The new cen- 
tre-right government has 
pledged to make healthcare 
a top priority. The health 
minis try aims in this week’s 
budget negotiations within 
the government and with the 
International Monetary 
Fund to secure an increase 
in health spending equiva- 
lent to about 4 per cent of 
gross domestic product, op 
from around 3 per cent. 

Even this is low by inter- 
national standards. Accord- 
ing to the World Health 
Organisation, the former 


communist central and east- 
ern Europe countries spend, 
on average, nearly 6 per cent 
of GDP a year on the sector, 
while tbe western European 
average is about 8 per cent 

Central to the govern- 
ment's plans is adoption of a 
national health insurance 
scheme, like those in most 
other countries in the 
region. This would establish 
a semi-independent body, 
funded directly from payroll 
taxes, to administer most 
healthcare. 

“Health could be kept out 
of the annual competition 
for budget funding If it had 
its own system of financing." 
says Ms Eugenia Erban, a 
director at the health minis- 
try. She also believes that a 
semi-independent body, run 
almost like a private organi- 
sation, would prove more 
effective than the state in 
controlling costs and clamp- 
ing down on bribe-taking. 


A law creating a health 
insurance scheme 
was drafted under 
the former government but. 
like many of its proposals, it 
failed to clear .parliament. 
Not that health was ever a 
priority. The health minister 
for almost all of its four 
years in office was Mr Julian 
Mincu, formerly Ceau$escu's 
personal doctor and the 
author of a notorious low 
calorie diet used to justify 
the dictator’s export of huge 
quantities of food in the 
1980s. 

Most in the medical profes- 
sion support the planned 


insurance scheme. Among 
other things, they regard it 
as a way to decentralise 
healthcare and assure a sta- 
ble framework for tbe sector. 

“There are three laws we 
need urgently - the insur- 
ance scheme, another to 
establish a national doctors' 
association, an independent 
professional body, and a 
third on the status of hospi- 
tals," says Professor Alexan- 
dra Serbanescu, bead of Buc- 
harest’s N.G. Lupu hospital. 
Although his hospital is one 
of tbe country’s largest, 
treating 50,000 patients a 
year, it has an annual bud- 
get of less than 22JSm. 

Some, however, believe 
that, for the time being, the 
insurance scheme would be 
too expensive for Romania. 

“People have only looked 
at the positive elements - 
doctors favour it partly 
because they think their 
wages will go up,” says Pro- 
fessor Dan Enachescu of the 
public health department at 
the Carol Davila medical 
university in Bucharest. “As 
well as the expense of imple- 
menting such a system, 
there are large recurrent 
Costs in r unnin g iL” 

He fears that levying 
healthcare contributions on 
top or already high taxes will 
encourage even greater fis- 
cal evasion. The insurance 
system would have more 
chance of working once the 
economy stabilises and after 
some restructuring of the 
sector, be believes. 

One successful primary 
care reform, for example — a 
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pilot project Introducing 
competition among doctors 
and a mixed payment system 
based on numbers of regis- 
tered patients and on ser- 
vices performed - could be 
extended to other parts of 
the country. 

In addition, the project, 
carried out in eight districts 
as part of a World Rank pro- 
gramme, has refurbished dis- 
pensaries in rural areas 
where there is a shortage of 


doctors and also aims to 
improve emergency services. 

Mr Richard Florescu, proj- 
ect officer at tbe World Bank 
in Bucharest, gfwes.a graphic 
illustration of the scale- of 
the latter problem. Accident 
victims often have to wait- 
hoars for an ambulance, to 
notes, and even when" they 
arrive they are so poorly 
equipped that almost half 
the patients are dead on 
arrival at hospital.' 
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NEWS: WORLD TRADE 


82-ye^ d Chi na and US in textiles accord 


China/USe the trad* 

US trad* dofleft wtt CMna (Sbn) 


ban on 
Mexican 
avocados 

By Christopher Parfces in 

Los Angelas and PmU 
Dombey k> Htadoo City 

Hie ns is to end.au 82-year 
ban on Imports of Mgyy-rm 
avocados, in the teeth of 
c * mts Ming resistance from 
Californian growers who 
will lose their virtual 
monopoly in the domestic 
market for guacamole, of 
which avocado is one of the 
main ingredients. 

Although imports will ini- 
tially be restricted to 19 
states in the Midwest and 
north-east, and shipments 
will be allowed only in win- 
ter, the decision drives a 
substantial wedge between 
free-trade supporters and 
the protectionist tendency 
in the US form lobby. 

The decision had been 
expected last year, but was 
put off because it offered 
what one analyst called a 
“bio-political” hazard to 
President Bill Clinton’s re- 
election campaign. 

While the move win bring 
higher prices to the poor 
western state of Micfaoacdn, 
source of much of Mexico's 
800,000-tonne anwnal crop, 
it win eventually lower rev- 
enues to the 6,000 Califor- 
nian fanners who cnxraitjy 
supply more than 90 per 
cent of US consumption. 

US avocados are more 
than three times as expen- 
sive as Mexican-grown fruit 
imparted freely into Canada. 

The end of the embargo, 
originally imposed to pro- 
tect US orchards from seed 
weevil and later confirmed 
as a protection agafas* fruit 
fly infestation, was greeted 
in Mexico as an affirmation 
of the spirit of the North 
American Free Trade Agree- 
ment 

Californian growers, who 
are expected to lodge a pro- 
test today, last week 
accused the federal Agricul- 
ture Department of ignoring 
new pest evidence support- 
ing their can to keep the 
ban. 

“Ignoring scientific 
data. . . makes a political 
pawn out of a Slbn industry. 
We have been consumed by 
the wake created by the 
Nafta boat,” said Mr Mark 
Affleck, chief executive of 
the California Avocado Com- 
mission. 

This lobbying organisa- 
tion last year spent about 
$300,000 on advertising Its 
resistance. 

The two-year tussle 
between farmers and the 
Washington bureaucracy 
was reminiscent of the 
series of form trade “wars - 
in the European Union, the 
world’s most established 
free trading bloc. 

Motives ranging from gen- 
uine health concerns to 
bare-faced protectionism 
have sparred conflict over 
commodities such as Span- 
ish cauliflowers, British 
lamb, German beer, and 
beef from cows suffering 
from mad cow disease, or 
bovine spongiform encepha- 
lopathy (BSE). 

In the Nafta avocado case, 
Mwtoi resorted to the well- 
tried technique of dividing 
the US forming lobby as it 
poshed for change in Wash- 
ington. 

Pressure in the form of 
th reat**"*^ bans on imports 
of US grains and other prod- 
ucts not grown in California 
cost the US avocado lobby 
the support of- colleagues 
across the country. 

The national American 
Farm Bureau Federation, for 
example, said at the week- 
end it did not support the 

new policy, but recognise d it 
was “very important to our 
international trading posi- 
tion”. .. 

According to some esti- 
mates. the end of the 
embargo will drive down 
avocado prices in the US by 
about 15 per cent over the 
ii«t xo years. Mr Francisco 
Labastida, Mexico’s agricul- 
ture secretary , datanedsnch 

effects would be mitigated 

by increased consumption* 

“At the moment, avocado 
consumption in the US is 
relatively low because not 
enough of the product is 
available, * he said. Opening 
markets “automatically" led 
to increased con s u m ption, 
he claimed. 

Most US avocado eating 
is confined to the west 
and southern areas, close to 
and including California, 
where the popularity of gua- 
camole dips and soups tes- 
tifies to the growing Latino 

population- .. _ 

However, a small Hass 
avocado typically costs SI — 
more than in western 
Europe - while the price of 
largo- varieties can rise to 
almost $3. 


By Tony Walker in Beijing 

China and the US yesterday 
agreed to extend a 1991 
agreement on access to tex- 
tile markets, averting a 
threatened trade row. 

But the Us said that $19m 
(£11. 8m) in penalties 
imposed an Imports of Chi- 
nese textiles last September 
would remain in place. The 
US had accused Chinese 
enterprises of trans-shipping 
through third countries to 
avoid quota restrictions. 

Ms Rita Hayes, the chief 
US textiles negotiator, said 
the “tough" six-days of nego- 
tiations resulted in an agree- 
ment which would improve 


US exporters’ access to 
China. Quotas on Chinese 
exports of textiles to the US 
would also be increased 
under the four-year agree- 
ment 


ing from 1994 was due to 
expire on December 31 last 
year, but the US agreed to a 
one-month extension to 
allow tune for further negoti- 
ations. 


The US had accused China of 
trans-shipping through third 
countries to avoid quota curbs 


But she was unable to pro- 
vide details because the 
agreement had not yet been 
made public. This would 
await an exchange of diplo- 
matic notes. 

The textile agreement dat- 


ln September, the US cut 
13 categories of Chinese tex- 
tile and garment quotas fol- 
lowing customs investiga- 
tions which showed 

widespread violations. C hina 
threatened retaliation. 


China’s undertaking to 
improve access for US prod- 
ucts such as yams, bed* 
Spreads and curtain malarial 
and also to curb attempts to 
abuse quota restrictions 
paved the way for an agree- 
ment 

The US has long com- 
plained about a severe 
Imbalance in textiles trade 
with China. In 1995, China 
exported $&6bn worth of tex- 
tiles to the US and imported 
just 564m of US products. 
The gap was about the same 
last year. 

Ms Hayes described the 
agreement as an historic 
event because it was 
achieved without a threat- 


ened sanctions battle. "This 
showed the two countries 
would solve their difference 
without resort to sanctions," 
she said. 

The textiles deal came 
against the background of 
improving Sino-US ties, 
which hit a low early last 
year during the fracas over 
Chinese attempts to influ- 
ence presidential elections in 
Taiwan. 

US officials Mama the low 
volume of textile sales to 
fihirta mr tariff and non-tariff 
barriers. Ms Hayes said 
that she made progress 
towards achieving a “level 
playing field" by persuading 
China to cut its tariffs and 



Sara: Hong Kong Omani Chamfer oTConanaea 


reduce non-tariff barriers. 

Mr Li Dongsheng, China's 
chief textiles negotiator, said 
the new agreement demon- 
strated that China and the 


US “share interests in 
advancing bilateral trade 
and economic cooperation." 
He described the talks as 
"tough and fruitful". 


Poland tightens up on Daewoo under EU pressure 


By Christopher Bobinski 
in W arsa w 

Poland has bowed to intense 
pressure from the European 
Union and agreed to tighten tar- 
iffs on car i m ports by Daewoo, 
the South Korean industrial con- 
glomerate, which is committed to 
a $L4bn investment in Poland's 
car manufacturing. 

Brussels bad warned Poland 
that tariff incentives being 
extended to Daewoo would hinder 
Warsaw's negotiations with the 


EU on Polish membership. The 
negotiations are expected to start 
next year. 

The Polish decision, which fol- 
lows a 12-month campaign by 
Brussels, will come as a relief to 
Flat, another big investor in Pol- 
ish industry. 

The Italian carmaker is fight- 
ing to retain market share for 
sales of its locally assembled 
imported Panto «nd Bravo mod- 
els - against competition from 
Daewoo's Nexia and Espero cars. 

General Motors* Opel subsid- 


iary, which is building a DM500m 
(5304m) car plant in Poland, is 
also concerned to stop Daewoo 
building a strong position there 
before it Is ready to come on 
stream with Its new locally pro- 
duced saloon model in 1998. 

Polish negotiators last week 
informed their counterparts In 
Brussels that Daewoo would no 
longer be permitted to import 
cars through a cursory assembly 
operation which, in effect, 
enabled it to bring its vehicles 
into Poland tariff-free. 


Under present Polish roles, 
imports of cars carry a 25 per 
cent tariff unless they are deliv- 
ered in parts and assembled 
locally. In addition, EU producers 
can bring 38,750 cars into Poland 
this year without paying «***«»*«* 
doty. 

Daewoo in 1995 took over War- 
saw’s overmanned FSO plant, 
which produces the outdated 
Folonex saloon car. As part of the 
investment Daewoo got 

Polish government agreement for 
tariff-free imports of its Nexia 


and Espero models. 

The Nexia and Espero went on 
sale last year as a stop-gap mea- 
sure before Daewoo begins local 
production of its new Lanos 
model at the beginning of next 
year. 

Daewoo is committed to Invest- 
ing Sl.lbn at FSO by 2001 and a 
farther $34 Om In a delivery van 
plant in Lublin. 

Flat, which like Opel and Ford, 
assembles its cars from around 
1,000 parts to claim the tariff 
exemption, has been enraged by 


Daewoo’s operation, which sees 
complete models brought by sea 
up the Adriatic to Slovenia. There 
they are dismantled into around 
10 parts and brought by rail to 
Warsaw. The car is then screwed 
together once mane at FSO. 

Daewoo has been informed by 
the Poles of their decision and 
will now have to bring cars into 
Poland in more pieces at a 
greater cost. 

i year car sales in Poland 
grew by a record 41 per cent to 
373.000. 


IT talks 
inch 
towards 
‘critical 
nass’ 


By Frances WBfiams 
in Genova 

Trade negotiators seeking to 
nail down final details 
of a deal to cut tariff; cm 
information technology (IT) 
goods to aero by the year 
2000 have foiled to secure 
firm participation of enough 
countries to reach the 90 per 
cent trade coverage stipu- 
lated for the accord to come 
into force. 

The participants must 
decide by April 1 whether to 
Taring the htfannatkm Tech- 
nology Agreement OTA) Into 
force anyway or to wait until 
the threshold is readied. 

In talks which ended late 
last Friday at the World 
Trade Organisation in 
Geneva, only New Zealand 
pledged to join the TTA in 
addition to the 28 partici- 
pants that signed up to the 
pact last December at the 
WTO ministerial meeting in 
Singapore. 

Costa Rica is also expected 
to join, after it was given 
dispensation to extend the 
transition for tariff cuts 
beyond 2000 cm some prod- 
ucts. But New Zealand and 
Costa Rica add a minuscule 
OJt percentage points to the 
83A per cent trade coverage 
already reached. 

Negotiators have still not 
lost hope that .Malaysia, 
Thailand, India and the 
Czech Republic, all of which 
took part in the talks in 
Geneva, may be persuaded 
to sign on later, taking cov- 
erage beyond the threshold. 
Trade officials said talks an 
additional product coverage 
would restart in October. 

In separate WTO negotia- 
tions, Malaysia announced 
last week it would submit a 
telecoms liberalisation offer, 
a move seen as enhancing 
the chances of a successful 
outcome by the deadline of 
February 15. 

Though trade diplomats do 
not expect the offer to be 

very amtaHrare , it marks an 

important step towards the 
achievement of the “critical 
mass" of quality offers being 
soeghtby the US. 

Washington refused to join 
a WTO telecoms accord last 
April, blaming the lack of 
good offers from east Asia in 
particular. Malaysia and 
Indonesia, which tabled its 
offer last week, made no 
market-opening commit- 
ments in the earlier talks. 

Mr Neil McMillan, the 
British chairman of the 
WTO talks, said on Friday 
that 54 governments had 
now submitted offers in the 
talks. Bulgaria, El Salvador, 
Indonesia, Romania and 
Sooth Africa all tabled liber- 
alisation proposals last 
week, and six {dan to do so 
this week - Malaysia, Ban- 
gladesh, Egypt. Ghana, 
Jamaica and Barbados. 

Australia, the Czech 
Republic, Mexico, Poland 
pud Singapore put in revised 
offers last week and others 
should follow this week from 
Japan, Israel, New Zealand, 
Peru, Pakistan. Thailand, 
South Korea and India. 
Europe lagging* in informa- 
tion technology. Page 19 
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By Mark Nicholson and 
Farftan Bokhan' in Islamabad 

Cold, damp weather, a 
lacklustre election cam- 
paign, the Moslem fasting 
month of Ramadan and a 
general disenchantment 
with politicians may today 
conspire to produce a record 
low turnout in Pakistan's 
elections, the nation's fourth 
since the end of military rule 
in 1988. 

Pundits and politicians 
expect at best 30 to 35 per 
cent of Pakistan’s 56m voters 
to cast their ballot in polls 
far the 217-seat parliament 

and perhaps as few as 20 per 
cent Turnout has exceeded 
40 per cent in the three ear- 
lier polls. 

But casting his eye to yes- 
terday's rainy Rawalpindi 
sky, Mr Shabbir Kazmi, a 
moneychanger, remarked: 
"Even nature is against 
these elections. Why bother? 
We’re just going to get the 
same crooks and turncoats 
back in office.” 

That snch cynicism is 
widespread was amply illus- 
trated by a poll in this 
month’s Herald magazine. it 
found 95 per emit of respon- 
dents agreeing that most pol- 
iticians are corrupt, 66 per 


cent saying they would pre- 
fer a presidential system of 
government, and 43 per cent 
saying Pakistan had benefit- 
ted from periods of martial 
law. Fifty five per cent said 
they doubted politicians 
would ever be held account- 
able for corruption in office. 

Each of the three govern- 
ments elected since the end 
of General Z5a ul-Haq's mili- 
tary regime has been prema- 
turely dissolved on corrup- 
tion or mismanagement 
charges by successive Paki- 
stani presidents. But so far 
no specific charges have 
stuck against Ms Benazir 
Bhutto, the Pakistan Peo- 
ple's party (PPP) leader 
ousted in 1990 and again last 
November, or Mr Nawaz 
S her if, the Muslim League 
(PML) leader deposed in 1993 
- and favourite to return as 
prime minister this week. 

Sketchy, but consistent, 
opinion polls put the Muslim 
League 10-20 per cent ahead 
of the PPP, whose vote in its 
traditional Sindh province 
heartland Is likely to be split 
by a rival PPP faction, with 
the ethnic Mohajir Quami 
Movement also expected to 
sweep the provincial capital, 
Karachi 

PML leaders are thus 


Italy reassures Algiers 
over role in conflict 


By Roula Khalaf in London 

Italy will not interfere in 
Algeria’s domestic affairs 
and has no intention of 
mediating in the five-year 
Algerian conflict according 
to Italian officials. 

Mr Piero Fassino, a foreign 
ministry undersecretary, last 
week was quoted in the 
newspaper runita as saying 
that Italy would propose a 
peace initiative on Algeria. 
The comments caused a stir 
in both Rome and Algiers. 

Mr Lamberto Dlni, the Ital- 
ian foreigD minister, said 
Italy was interested in con- 
tributing to a resolution of 
the crisis but had no inten- 
tion of mediating. Mr Fas- 
sino on Friday also issued a 
statement saying the EU 
should help end the Algerian 
conflict but “without Inter- 
ference". 

He said: “The interna- 
tional community, and first 


of all the European Union, 
must emerge from a condi- 
tion of passivity and lack of 
interest and help Algeria, 
though without interfering, 
to overcome the current cri- 
sis.’’ He denied that he had 
proposed Italian or European 
mediation. 

The Algerian government 
rejects outside efforts to 
bring an end to its struggle 
with Islamic mili tants and 
says European countries 
should help by dismantling 
Islamist networks In Europe 
which provide assistance to 
local terrorists. 

The Algerian foreign min- 
istry last week summoned 
the Italian ambassador in 
Algiers for an explanation of 
Mr Fassino’s comments. Mr 
Ahmed Attaf, foreign minis- 
ter, said he had been reas- 
sured that Italy's aim was 
not to interfere but to assist 
in isolating “terrorism”. 

The controversy testifies 


to the west's dilemma- The 
resurgence of violence in 
Algeria over the last three 
months has prompted 
Europe to break silence in a 
war that has already claimed 
more than 50,000 lives. But 
Europe’s commercial inter- 
ests in Algeria and the need 
to steer dear of alienating 
Algiers complicate outside 
attempts to play a role in 
ending the conflict Euro- 
pean countries have thus 
found it convenient to leave 
the Algerian conflict to 
France, the former colonial 
power, which has so far sup- 
ported the Algerian govern- 
ment 

• More than 30 people were 
killed at the weekend in the 
town of Medea south of 
Algiers, according to El 
Watan, an Algerian newspa- 
per. El Watan said Islamic 
terrorists had carried out the 
massacre. 

Editorial comment. Page 19 


Fed faces dilemma on US growth 


Supporters of Imran Shan, head of the Justice Movement party, cheer at a weekend rally ap 

Pakistanis expect 
low poll turnout 


expecting a haul of 90 seats 
which they hope to combine 
with 18 seats reserved for 
tribal and minority voters 
and some independents to 
farm the next government 

MS Bhutto has repeatedly 
claimed she will lose only if 
the vote is “rigged”, and her 
party has listed 65 constitu- 
encies in which it claims 
results will be “engineered 
or manipulated". The niwim 
was flatly dismissed by Mr 
Sardar Fakhre Alam, chief 
election commissioner. “We 
have inquired into it, and 
there is nothing,” he said. 

Today's poll win be scru- 
tinised by observers from 
the EU, the US, south Asia 

and the <Vmminn n w»wl th and 

be policed by at least 250,000 
security personnel. 

Meanwhile, the Karachi 
stock market offered some 
rare preelection cheer, ris- 
ing almost 4 per cent to yes- 
terday's close at 1,597.26, 
anticipating a Muslim 
League victory. The PML is , 
widely seen as more reform- 
ist and pro-business than the 
PPP, which presided over a 
soaring fiscal deficit and an | 
increasingly precarious for- , 
eign exchange position 
before its dissolution on 
November 5. 


I s the US economy still 
proceeding at a gentle 
canter of stable expan- 
sion or is it about to break 

out into an inflationary gal- 
lop? That was the question 
puzzling economists over the 
weekend following last 
week’s release of figures for 
the final three months of 
1996 that revealed a much 
stronger pace of growth than 
they bad expected. 

The figures, showing the 
economy grew at an annual 
rate of 4.7 per cent In the 
final quarter, fuelled con- 
cerns that the economy 
might be overheating, just as 
the Federal Reserve holds 
the first meeting of the year 
tomorrow of its policy-set- 
ting federal open market 
committee. Though favoura- 
ble inflation figures suggest 
the Fed is still likely to keep 
interest rates on hold, stron- 
ger growth clouds the medi- 
um-term outlook for mone- 
tary policy. 

Concerns about a growth 
surge are nothing new. Simi- 
lar fears surfaced last sum- 
mer when It emerged the 
economy grew at an identi- 
cal 4.7 per cent rate in the 
second quarter. The Fed was 
widely expected to raise 
interest rates to cool it last 
autumn, but central bank 


chairman Alan. Greenspan's 
nerve held, and the Fed 
stayed its hand. 

The critical factor was 
that the central bank’s own 
economists were forecasting 
a slowdown in the second 
half of the year to a rate of 
about 2 per cent Mr Green- 
span believed this would be 
enough to take the wind out 
of the economy's sails. 

The Fed’s judgment 
proved only partially cor- 
rect Between July and Octo- 
ber the economy did indeed 
slow appreciably to a growth 
rate of just 2 per cent But 
the relgnitlon of growth in 
the fourth quarter took. the 
overall rate in the second 
half of the year to 8 per cent 
That meant between March 
and December last year the 
economy expanded at an 
annual rate of over 3.5 pear 
cent, well above the 
long-term n on-inflationary 
growth rate. 

The critical question for 
policymakers now Is: will 
the pace continue or wiD the 
fourth quarter prove to have ■ 
been a temporary spurt in 
activity? 

The two main factors 
behind the strong fourth 
quarter figures were a jump 
fa exports and strengthening 
personal consumption. 


Exports grew at an annual 
rate of 25^ per cent, a pace 
that certainly appears unsus- 
tainable. The figures may 
have been distorted by spe- 
cial factors such as an espe- 
cially large number of air- 
craft' orders. 

But more importantly, the 
currency markets may ham- 
per export growth of any 
scale for the current year. 
The trade-weighted value of 
the dollar has risen by over 
10 per cent in a year, and 
that seems certain to reduce 
demand for US exports. 

The second big contributor 
to fourth quarter growth 
may prove more durable. 
Personal consumption 
increased at a 3.4 per cent 
annual rate, having been 
stagnant throughout most of 
1996. Some economists argue 
that too was just a blip. Con- 
sumers, they say, are gener- 
ally becoming more cau- 
tious, having accumulated 
record household debt In the 
last year. 

But this weakness in per- 
sonal financial balance 
sheets seems more likely to 
continue. In fact the overall 
prognosis for consumer 
demand looks strong. Unem- 
ployment remains low, and 
wage growth has begun to 
pick up speed. 


Zambia strives HK body 

to cut reliance ^line 
on donor aid 0 n rights 


By Marie Astwret in Lusaka 

Zambia has announced a 
1997 budget intended to 
reduce the country's depen- 
dence on donor aid and 
accelerate the privatisation 
of ZCCM, the state-controlled 
copper producer. 

But in the aftermath of 
disputes with bilateral 
donors, Mr Ronald Penza, 
finance minister, broadened, 
the revenue base by restor- 
ing a 5 per cent duty on 
imparted goods. 

Bilateral donors - led by 
the UK, US, Sweden, Ger- 
many and Japan - have 
either suspended aid or 
threatened to do so to pro- 
test against a constitutional 
amendment that barred the 
former president, Mr Ken- 
neth Kaunda. from contest- 
ing a general election last 
November. 

In a weekend briefing, Mr 
Penza said the budget was 
intended to promote'self-reli- 
ance. “We want dopor sup- 
port to be replaced* by pri- 
vate investment.” he said. 

1116 long-awaited privati- 
sation of ZCCM, the state 
insurance service, and Zam- 
tel, the telephone company, 
would help restore waning 
capital inflows. 

A first step in the new 
direction was reduction in 
value-added tax from 20 per 
cent to 17.5 per cent, bring- 
ing it in line with Zambia’s 
sub-Saharan neighbours. 

A second was the transfer 
of responsibility for the fis- 
cal aspects of the Mines and 
Minerals Act to the Ministry 
of Finance, which is expec- 
ted to introduce a simpler 
tax structure for the indus- 
try. 

Mr Penza predicted gross 
domestic product growth of 
6.5 per cent in 1997, com- 
pared with 6.4 per cent last 
year. He forecast a sharp 


drop in inflation from 35 per 
cent in 1996 to 15 per cent 
this year. 

Analysts said the targets 
would win approval from 
foreign donors, to whom Mr 
Penza appealed for renewed 
cooperation “in a spirit of 
mutual respect”. * 

The prospect of Zambia 
qualifying for ESAP3 - the 
Economic and Social Adjust- 
mart Credit scheme recently 
introduced by the World 
Bank - offered Zambia “a 
unique opportunity to exit 
from the debt trap that has 
suffocated our economy for 
the past two decades,*’ he 
said. 

The World Bank is sched- 
uled to provide Zambia with 
3123m of balance of pay- 
ments support tins -y^ar, 
with a further J45m tranche 
subject to the country quali- 
fying for ESAP3 l 

However, while the loyally 
of multilateral donors has 
been secured by an ambi- 
tious programme of struc- 
tural adjustment, bilateral 
donors have been non-com- 
mittal about restoring aid. 

The budget, presented to 
parliament on Friday, is the 
first to assume a current 
account surplus since Presi- 
dent Frederick Chiluba’s rul- 
ing Movement for Multiparty 
Democracy took office- in 
1991. Higher provisions for 
capital expenditure and con- 
tingency funds offered some 
scope for adjustments in the 
event of a shortfall in exter- 
nal aid. 

Mr Penza expected bilat- 
eral contributions of about 
$39m this year. But analysts 
said this figure did not dis- 
criminate between funding 
for development projects, 
which bilateral donors were 
reluctant to abandon, and 
further balance of payments 
support, which remained in 
doubt 


The Beijing-appointed 
Preparatory Committee 
charged with overseeing 
China’s resumption of sovep- 
elgnty over Hong Kong on 
July 1 has voted in favour of 
watering down civil liber- 
ties in the territory, writes 
Louise Lucas in Hong Kong. 

. Results of a weekend 
meeting; which also legitim- 
ised activities of the contro- 
versial provisional legisla- 
ture, are set to worsen 
relations with the colonial 
government Mr Chris Pat- 
ten. governor, said the 
closed-door meeting In Bei- 
jing had taken decisions 
which went to the heart of 
the “one country, two 
systems” concept on which 
Hang Kong's future as part 
of China was based. 

“Will tomorrow's Hong 
Kong, as promised, be 
exactly as free as to day's , or 
win it be less free? Win the 
role of law, on which all 
freedoms ultimately depend, 
remain supreme?” . 

While Beijing has given 
no timetable for repealing 
and amending the relevant 
laws, the next step Is for the 
| National People's Congress, 
China’s rubber-stamp parlia- 
ment to' ratify the proposal. 

It is likely the provisional 
legislature - the interim 
parliament whose members 
were selected by a Betfing- 
appointed body - will start 
to examine ways of replac- 
ing the repealed sections of 
the laws shortly, so that the 
newly drafted versions can 
come into effect on July L 

Mr Tong Chee-hwa, Hong 
Kang’s post-colonial leader, 
supported the Preparatory 
Committee proposals to 
toughen regulations govern- 
ing public demonstrations 
and limit the scope of the 
BUI of Rights but promised 
wide consultation on 
replacement legislation. 
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By Daniel Oman In London 

A surge in the US pharmaceuticals 
market lifted US drag sales to S54.1bn 
for the first 11 mouths of 1996, an 
increase of 11 per cent compared with 
the same period a year earlier. 

US growth helped drug sales in the 
I world’s top 10 markets reach 3130.11m 
for the period, up 7 per cant an the 
first li months of 1995, according to 
figures from IMS International, the 
specialist pharmaceuticals market 
research organisation, published 
today. 

Japan provided the main drag on 
world growth. Sales were held bade by 
mandatory government price cuts to 
early 1996 in the world’s second big- 
gest market. Sales there grew 2 per 
cent to S2Llbn, occluding exchange 
rate movements. 

Also growing slowly was France, 
where the government has tradition- 


ally stri v en to keep drugs prices lows. 
Sales grew 2 per cent to $13.6bn. 

The UK has higher drug prices than 
France and new drugs tend to be 
launched sooner. But the UK has much 
lower consumption per head, so rapid 
10 per emit sales growth took the total 
to only $6Jfon. 

Italy also grew quickly, largely 
because of a recovery after two years 
of stringent spending control mea- 
sures. Sales rose 12 per cent to $8-2bn. 

Germany, which was In the van- 
guard of government cost control leg- 
islation in the early 1990s, grew 7 per 
cent to $l5U3hn. 

By medical area, growth is domi- 
nated by nervous system drugs, which 
include antidepressants such as Pro- 
zac. made by EU Lilly of the US. Sales 
of nervous system drugs grew 14 per 
cent to S18Jttm. Growth was particu- 
larly striking to the US, with sales up 
17 pa- cent to fUklbn. Similar rates of 


growth were recorded In the UK and 
Spain. 

Also growing quickly is the smaller 
market in blood agents, which include 
the new class of drugs designed to 
Iowa- cholesterol levels to the Mood. 
Sales grew 16 per cent to 37^bn. Sales 
of blood agents to the US grew 25 per 
cent to 32£bn. in Germany 23 pm* cent 
to S716m and 53 per emit to the UK to 
3167m. 

By contrast, heart drug sales are 
slow as a result of the expiry of 
patents on some older products. Safes 
of heart drugs rose only 4 per cent to 
322.61m but they remain the biggest 
stogie category of drugs. 

Sales of digestive system drugs con- 
tinued to accelerate thanks partly to 
ulcer drug Losec (known as Prilosec to 
the US) from Sweden's Astra. Losec is 
seen as the world’s best selling drug, 
and its sales pushed digestive system 
drug sales up 9 per cent to 322.31m. 


Alan Greenspan: Fed ’s 
judgment partially correct 

Fears about “downsizing 3 " 
and its effects on job secu- 
rity are slowly beginning to 
fade. Perhaps most Impor- 
tant, the booming stock mar- 
ket is supp lyin g consumers 
with a comfortable cushi o n 
of increased personal wealth 
from which to spend. 

M Consumers' confidence 
has climbed to new decade 
highs, and they are well 
positioned to boost outlays 
in 1997, 0 says Mr Richard 
Berner, chief economist at 
Mellon Bank, a commercial 
hank in Philadelphia. 

No one believes the econ- 
omy will continue to grow at 
the kind of pace seen to. t he 
fourth quarter, but strong' 


er demand and con- 
tinuing growth in invest- 
ment could push the rate of 
expansion above 3 per emit. 

Yet even if growth proves 
that strong .is it inevitable 
that interest rates will rise? 
Ihere is much talk in the US 
these days of a new para- 
digm, a fundamental shift to 
the economy's performance 
that sustain faster 

growth low unemploy- 
ment without stoking infla- 
tion. Last week’s figures 
appeared to back this up. 

While they showed a surge 
in economic activity at the 
end of 1996. they actually 
recorded a farther decline to 
fhn pm in measure of infla- 
tion. The overall GDP defla- 
tor fell from 2 per cent in the 
third quarter to 1.8 per cent 
to the fourth. 

But that may be mislead- 
ing. Much of the fall in 
prices was the result of 
lower export prices, which 
are not significant for 
domestic inflation. The defla- 
tor for domestic purchases, 
by contrast, rose from 1-9 per 
cent to 2J5 per cent, an early 
Indication perhaps that the 
brave new world of rising 
demapd and failing prices 
may be nearing its end. 

Gerard Baker 


INTERNATIONAL NEWSDIGEST 

Warning over 
Peru hostages 

The leader of Marxist rebels holding 72 people captive In 
the Japanese ambassador's home in Pern yesterday 
warned that any use of force by Peruvian security forces 
would end in tragedy for the hostages. Mr Nestor Cerpa 
Cartolino Tupac, Amaru Revolutionary Movement 
(MRTA) leader, told two Spanish newspapers that he and 
hi« followers were ready to die if Peru resorted to military 
force to end the stand-off. 

His hawtitne stance contradicted weekend reposts by 
Peruvian President Alberto Fujimori who said theMarxfst 
rebels had “implicitly^ agreed to drop their key demand 
and not seek the release of their jailed comrades. 

“We know [an assault by the Peruvian army) will be 
tragic for the gentlemen, held captive here. We are sorry 
for them and for their families ," Mr Cerpa was quoted as 
saying. 

Mr Fujimori also said the rebels, who have been holding J 
the hostages in the Japanese ambassador’s residence for. I 
six weeks, agreed to work toward a solution “according to 
Peruvian law". Agencies, Lima 

Palestinian torture claim 

A human rights group has accused Palestinian security 
forces of torturing to death a detainee in the 
Palestinian-ruled West Bank city of Nablus. 

The Palestinian Society for the Protection of H uman 
Rights and the Environment said Mr Yussef Ismail 
al-Baba, a 32-year-old Palestinian, died to a local hospital 
on Saturday. The organisation said the man was arrested 
to January on suspicion of carrying out “an improper, 
property sale”. Witnesses claimed he “underwent severe 
torture under interrogation and sustained serious 
injuries’’. According to the organisation, Mr al-Baba was 
the ninth person tortured to death since the Palestinian 
Authority began assuming control of parts of the West 
Bank and Gaza Strip to 1994. 

Palestinian officials said they are investigating the 
cause of Mr al-Baba 's death. Human rights groups claim 
torture Is pervasive to Palestinian prisons, and have said 
the Palestinian National Authority has not publicised 
results of previous Investigations into deaths of prisoners 
to custody. Avi A fachlis. Jerusalem 

Mexico murder plot thickens 

Mexico's highest profile murder. case has been thrown 
into confusion by an official admission that a set of bones, 
once thought to be crucial evidence, bad been planted. 

The murder case against Mr RaOl Salinas, brother of 
former President Carlos Salinas, suffered its biggest' 
setback to date when eight people were last week charged 
with planting the banes an Mr Salinas’ ranch. Chief . 
among the eight are Ms Frandsca Zetina, a professional 
psychic who led police to the remains, and Ms Maria 
Bernal, Mr Safinas’ former lover. 

Mexico's farmer attorney general, Mr Antonio Lozano 
Gracia, had previously indicated tha t the banes were 
those of a dose collaborator of Mr Salinas, -with whom Mr 
S alin a s was alleged to have plotted the murder of a 
political rivaL Mr Lozano was dismissed to December, 
partly because of problems with the Salinas case, and the 
bones were revealed not to be authentic last month. 

Prosecutors now say that three of the officials who had 
worked on the murder case are also under house arrest. 

The former special prosecutor for the case has been 
summoned for questioning, but his whereabouts are 
unknown. Mr Salinas himself is also charged with illegal 
enrichment, after having inexplicably built up a fortune 
of more than 3120m. Daniel Dombey, Mexico City 

$142m TB loan for India 

The World Bank has approved a $i42m loan to India to 
fight tuberc u losis, the largest sum provided by an 
international organisation to combat the fife-threatening 
lung disease. The loan win help treat 3m TB patients over 
five years and wffl cure LSm, the World Ttewk said. Hie 
credi t will be e x ten de d by the International Development 
Authority, the World Bank arm which lends at Hi g hl y 
subsidised interest rates to poor countries. 

Tuberculosis cl aim s nearly 8m lives worldwide each 
year, one-Ofth of them in India. Earlier this month. 118m 

Indian children were immunised against polio in what 

wnsth*|world's largest stogie-day vaccination. -■ 
programme- Lisa Vaughan, New DeDri 

Australia’s Labor wins poll 

Austra lia's federal Labor party, the country’s mqin 
opposition party, has won its first by-election since losing 
power to the Liberia-National coalition to last year's 
general election. Labor held the Canberra-based seat of 
Fraser comfortably to Saturday’s polL Mr KSnrBeazley, 

opposition leader, claime d the 8 per cent swing to Labor 

on a two-party preferred basis was a “very good . 

outcome": Canberra, the nation’s capital has-been <me of 
the areas most severely affected by the recent federal 
government expenditure cuts. ' 

However, the government also hafled the result, 
pointing out that on a primary vote basis (before 
allocation of preferences) there was a 1.26 per cent swing 
away from Labor. 7 he Liberal party <fid not contest the 
seat directly, although a Uberal-toxn^todemendent 
candidate did stand. AiEfeta" fait. Sydney 
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What does it take to become a 
leading global energy company? 

In Chinese the word is wisdom. We know because we recently acquired Consolidated Electric Power Asia. A wise 
busjnes s move that's made us the largest independent power producer in Asia. And that's impressive in any language. 


SOUTHERN 

COMPANY 

Energy to Serve YourWorld 
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NEWS: DAVOS SUMMIT 


Czechs, Poles see delay on entry to EU 


The governments of the 
Czech Republic and Poland 
have acknowledged for the 
first time that they and 
other east European coun- 
tries will be unable to join 
the European Union before 

2002. They said their econo- 
mies would not be ready 
before then to meet the 
requirements of ED member- 
ship. 

“Realistically, the date (for 
EU accession) will be 2002 or 

2003, " Mr Vladimir Dlouhy, 
the Czech trade and industry 
minister, told the World Eco- 
nomic Forum In Davos. Mr 


WJQRLD 

ECONOMIC 

FORUM 


Grzegorz Kolodko, Poland's 
deputy prime minister, said: 
“We are going to join by 
2002, not earlier. We know 
we cannot meet all the mem- 
bership criteria by 2000." 

Mr Kolodko also doubted 
whether all the 10 central 
and eastern European coun- 


tries which have applied to 
join the EU would succeed, 
even if they satisfied fully 
the membership criteria. He 
said the EU had yet to 
resolve the question of how 
many additional members it 
could absorb. 

Both minis ters dismissed 
as unrealistic recent assur- 
ances by Chancellor Helmut 
Kohl of Germany and Presi- 
dent Jacques Chirac of 
France that the EU's first 
east European members 
would join by the year 2000. 
The minis ters said the time- 
table would be deter min ed 


by economic factors, not by 
political statements by EU 
leaders. 

Officials in Brussels have 
admitted privately for some 
time that even if negotia- 
tions with east European 
applicants could be com- 
pleted by the year 2000, 
the need to secure parl- 
iamentary ratification of 
their accession agreements 
in the 15 existing member 
states would be likely to 
delay the next enlargement 
until 2002. 

By accepting that time- 
table publicly, and emphasis- 


ing that their countries' 
applications still faced big 
practical hurdles, the minis- 
ters appeared to be trying to 
lower expectations of early 
entry among their elector- 
ates and prepare them for 
ftirther painful economic 
restructuring. 

Mr Dlouhy warned, how- 
ever, that the results of that 
restructuring must quickly 
be reflected in progress in 
membership negotiations 
with the EU, which 
are expected to begin next 
year. Otherwise, he said, 
there would be a risk 


of a "Eurosceptic" back- 
lash In the applicant 
countries. 

Sir Leon Brittan, EU trade 
commissioner, said yester- 
day that too much attention 
had been paid to the date of 
enlargement, and not 
Annng h to the economic and 
institutional changes which 
it would require of the EU 
and applicant countries. 

He said these should be a 
much higher priority for the 
EU's intergovernmental con- 
ference. 

Guy de Jonqoleres 


S70BN A YEAR URGED FOR INFRASTRUCTURE 

Latin America ‘needs 
big investment boost’ 


Latin America will have to 
Invest up to $70bn a year on 
upgrading and repairing the 
continent's infrastructure 
over the next decade to 
make up for years of under- 
investment. according to a 
leading Latin American 
banker. 

Mr Enrique Iglesias, presi- 
dent of the Inter-American 
Development Bank, told a 
seminar at Davos that Latin 
America's infrastructure 
problems were not unique 
but the scale of the task was 
huge following the 1980s 
debt crisis “when we lost a 
third of the investment we 
used to have in the 1970s”. 

Latin America is expected 
to grow at a rate of -i to 5 per 
cent a year and pressures for 
closer integration of the 
regional economies mean 
that over'Slbn a week needs 
to be spent on infrastructure 
projects - ranging from 
water and sewage, to roads, 
telecommunications and the 
provision of energy supplies. 

Mr Ricardo Lagos, Chile’s 
minister of public works, 
said that Latin America had 
10 per cent of the world’s 
population and 16 per cent of 
the land, but only 3 per cent 
of the paved roads. 

Europe had 2,000 km of 
paved road per million 
inhabitants, compared with 
600 in Latin America. 

Although Chile has a com- 


parative advantage in forest 
products, transport accounts 
for 46 per cent of the total 
cost and in Chile's case the 
cost of transporting a ton of 
forest products is three 
times the cost in Canada. 

Moves towards closer eco- 
nomic integration would be 
“very difficult without ade- 
quate investment in infra- 


Europe has 
2,000 km of 
paved road per 
million 
inhabitants, 
compared with 
600 in Latin 
America 


structure", he said. 

Most of Brazil's exports to 
the Far East, for example, go 
via the Atlantic and there is 
an urgent need for a big 
east-west highway so that 
Chilean deep water ports on 
the Pacific, such as Mejil- 
lones, can develop as outlets 
for Latin American exports 
to the Pacific rim. 

Chile has been one of the 
pioneers of using private 
finance in infrastructure 
projects. 

However, Mr Lagos esti- 


mated that only 3,000 km of 
Chile's 80.000 km of highway 
were suitable for private sec- 
tor funding, and private toll 
roads were only viable with 
a government guarantee of 
75 per cent of the traffic. 

Private money was 
extremely important but it 
was not going to replace 
public money in financing 
the big highway projects 
which would be needed to 
make economic integration a 
success in Latin America, 
said Mr Lagos. 

Ms Janice Perlman, 
founder of the Mega-Cities 
Project, a US think tank, 
said that one reason for the 
under-in vestment in Latin 
America's infrastructure, 
was that it had never been 
regarded as a “hot topic". 

The fact that infrastruc- 
ture projects took so long to 
build was a big political dis- 
incentive since the politi- 
cians who voted for a project 
were often not in power 
when the project was com- 
pleted. 

Nevertheless, Mr Bernardo 
Quintana, chief executive of 
Ingenieros Cmles Asociado, 
a large Mexican construction 
company, forecast that over 
the next 15 years more infra- 
structure would be built In 
Latin America “than is avail- 
able now". 

William Hall 


Developing nations 
‘must open markets’ 


The US has warned it will 
have Increasing difficulty 
pursuing liberal trade poli- 
cies unless the most 
advanced developing econo- 
mies in Asia and Latin 
America commit themselves 
to making their national 
markets as open as that of 
the US. 

Mr Stuart Eizenstat, 
under-secretary of commerce 
for international trade, said 
such reciprocity was essen- 
tial to persuade the US Con- 
gress and public to continue 
to back free trade at a timft 
when the US faced “the 
strongest protectionist pres- 
sures since the second world 
war". 

Mr Eizenstat said the bat- 
tle between pro- and anti- 
free trade forces in the US 
would reach a climax when 
Congress debated President 
Bill Clinton's request later 
this year for a new mandate 
to negotiate international 
trade agreements. 

He expected debate to go 
beyond specific trade deals 
and involve a wide range of 
sensitive domestic interests. 
It would become a rallying 
point for protectionists and 
the outcome would “say a lot 
about the future direction 
the US will take” in interna- 
tional economic policy. 

Mr Eizenstat said the 
debate would be influenced 
by the results of negotiations 
in the World Trade Organi- 
sation to free trade in infor- 


mation technology products 
and basic telecommunica- 
tions services. 

Unless enough richer 
developing economies made 
satisfactory liberalisation 
offers in the next few weeks, 
“we simply won't sign these 
agreements," he said. 

He said richer developing 
countries, such as Korea, 
Malaysia, Brazil and Chile, 
had not yet realised that 
their readiness to liberalise 
on a reciprocal basis would 
have an important impact on 
the Clinton administration's 
ability to resist protectionist 
pressures at home. 

Washington did not expect 
these countries to open their 
markets immediately, but 
wanted them to agree to 
firm timetables for lowering 
trade barriers to US levels. 
Failure to do so would make 
it harder for Washington to 
grant trade preferences to 
the poorest countries. 

He said the US was willing 
to allow China time to open 
its mar ket but would bar its 
membership of the World 
Trade Organisation until 
Beijing made further liberal- 
isation commitments. These 
had to Include privatisation 
of state-owned industries, 
lowering industrial tariffs 
further «nri removing quotas 
and foreign investment 
restrictions. 

He said China's trade sur- 
plus with the US was a 
source of growing concern. 



Eizenstat- sought reciprocity 


but he did not expect it to 
threaten annual renewal by 
Congress of China's Most 
Favoured Nation trade sta- 
tus this summer. 

Mr Eizenstat said Presi- 
dent Clinton planned exten- 
sive consultations with Con- 
gress before submitting a 
request for new trade negoti- 
ating authority. 

The administration had 
not decided whether to ask 
for a mandate only to negoti- 
ate Chile's admission to the 
North American Free Trade 
Agreement and the creation 
of the planned Free Trade 
Area of the Americas - or 
whether to seek broader 
authority covering other pos- 
sible deals. 

Guy de Jonquieres 


DAVOS NEWS DIGEST 


US, Swiss near 
Nazi gold accord 

The US and Switzerland are close to finalising an 
agreement which will permit a frill exchange of official 
documents covering the seizure and disposal of Nazi goid. 
The documents involved will also cover the diplomatic 

background to the 1946 Washington agreement under 

which Switzerland paid SFr250m and the allies waived all 
claims against the Swiss government and the Swiss 
National Bank relating to gold which Switzerland 
acquired from Germany during the second world war. 

The agreement, which win take the form of a 
memorandum of understanding, was discussed by Mr 
Stuart Eizenstat. the US administration official dealing 
with the Nazi gold affair, and Mr Flavio Cotti. the Swiss 
Foreign minister, in Davos. Mr Eizenstat has been leading 
an international effort to resolve the dispute over 
Switzerland's war-time role in dealing with Germany. 

Switzerland's overseas critics have argued that the 
country has been dragging its feet in investigating its 
past The Swiss, by contrast, argue that a proper 
investigation will take time and they should not be 
rushed into early judgments on very complex issues. Mr 
Eizenstat 's initiative is another sign of the growing 
co-operation between the US and Switzerland on the 
complex task of trying to make a sensible judgment about 
what happened more than 50 years ago. 

There is a considerable body of published research from 
the Swiss side hut very little work has been done on the 
substantial US archives. This will be reflected in the first 
report by a US inter-agency task force on Nazi gold, due 
next month. 

Mr Eizenstat also said that it appeared that Switzerland 
had turned away far more Jewish refugees t han first 
thought and had taxed the Swiss Jewish co mm u n ity more 
heavily than realised. William Hail and Guy de Jonquieres 

Mideast talks ‘productive’ 

Israeli and Palestinian leaders, at what they called 
positive and productive talks in Switzerland, yesterday 
agreed to meet a g ain on Thursday for detailed talks on 
extending Palestinian self-rule. Israel's prime min i s ter. Mr 
Benjamin Netanyahu, said the agreement reflected "a 
great feeling of hope" and he was confident that he and 
Mr Yassir Arafat, president of the Palestinian Authority, 
could overcome the obstacles to Middle East peace. 

Egyptian President Hosm Mubarak said that new peace 
talks between Israel and Syria were inevitable and could 
take place at any time. 

Mr Mubarak was speaking after his own meeting with 
Mr Netanyahu, their first for more than six months. Mr 
Mubarak had refused to meet the Israeli leader until he 
reached agreement with the Palestinians on the West 
Bank town of Hebron. Mr Netanyahu and Mr Arafat 
clinched a Hebron agreement last month. 

Mr Mubarak told a news conference that Mr Arafat was 
pessimistic but after seeing Mr Netanyahu, the 
Palestinian leader's mood had much improved. Reuter 

Italy eyes permanent UN seat 

United Nations officials attending the Davos meetings 
this weekend have been regaling friends with the story of 
an unexpected recent lobbying campaign by Italy. It 
seems that the Italians, following on the example of the 
Germans and the Japanese, are demanding a permanent 
seat at the Security Council. “After all," they are said to 
be arguing, “we lost the war too." Foreign Staff 



We helped Zoe beat a 
brain tumour. 

Now we need your help to continue the fight for 

thousands of others . 


When Zoe was just 17 months old, 
her parents received the dreadful 
news that their little girl had a 
malignant brain tumour and 
needed radiotherapy. Zoe won her 
fight and lived quite happily until 
she was 12. 

Unfortunately that was when the 
cancer returned. The situation was 
made even more serious because 
Zoe had already received the 
maximum dosage of radiotherapy 
when treated as a baby. Again, Zoe 
beat the disease thanks to a 
pioneering new treatment 
supported by the Imperial Cancer 
Research Fund. 

Today the cure rate for childhood 
cancers is over 50%. Very 
encouraging when you realise that 
just 25 years ago, around 90% of 
children with cancer died. 

Yet despite the importance of our 


work, we rely almost entirely on 
voluntary contributions. Right now 
our doctors and scientists are 
fighting over 200 forms of cancer. 
Thousands of children like Zoe are 
relying on their help. And yours. 

Please make a donation today 
and help thousands more 
people win the fight against 
cancer. 

i r Give people wHh cancer a fighting "| 

l chance I 

l | 

| Over 90p in every £1 donated goes directly into our vital | 

I research | 

I I would like to make a donation of £ I 

I (Cheques payable to: Imperial Cancer Research Fund) I 

■ or c ^ iar B e £ to my Access/Visa/Amex/Dmer^Charity j 

! Card No. ! 


Expity Dare / Signature. 

Mr/Mre/Miss/Ms 

Address 


Postcode 

Please return your donation to: 

Imperial Cancer Research Fund 
FREEPOST (WC4066/3), London WC2A 3BR 
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In 1996, LG invested over US$9 billion to grow its business 


http://uuw.Lg.co.kr/ 


the 


A miracle is happening in Prahova Province, Romania. 

Villagers who once waited years for telephone service are now connected hy digital switches and fiher-optic caLle to anywhere in the world, 
:>f a US$75 millio n project between LG Information & Communications and RornTelecom. 

Wre active in many other businesses too, like multimedia processors, industrial and information systems, securities underwriting, and 
dc engineering. 

But nothing gives our 126,000 employees mom pleasure than knowing that we help people become connected to a larger world of opportunity 
Now, how can we help you? I 


It's nice to meet yon 
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Senior spokesman says it could be difficult to remain outside after 2002 I Japanese I uk news digest 


Labour hints it would join Emu 


By George Parker, 

Political Corresp o ndent 

Senior figures from the 
governing Conservative 
party last night prepared to 
turn the European single 
currency into a key election 
issue, after Mr Robin Cook, 
the opposition Labour par- 
ty's foreign affairs spokes- 
man, gave the strongest sign 
yet that an incoming Labour 
government would sign up 
to the Euro. 

Mr Cook, one of the most 
Eurosceptic members of the 
shadow cabinet, surprised 
many of his own colleagues 
when, speaking during a 
television interview, he said 

Global 
tax policy 
may raise 
gearing 

By Jim Kelly, 

Accountancy Correspondent 

Accounting for tax in line 
with the new international 
code, rather than the UK’s 
unique system of partial pro- 
visioning, would add 10 per 
cent to the gearing of the 
UK's top 90 companies. 

The utilities would be hit 
hardest, according to a sur- 
vey by accountants Coopers 
& Lybrand. They would see 
gearing increase by an aver- 
age of 21 per cent - com- 
pared with just 1 per cent tor 
the hanlring sector. 

The figures will help fuel 
the debate about whether 
the UK should follow the 
global accounting code being 
developed by the Interna- 
tional Acco unting Standards 
Committee under the leader- 
ship of Sir Bryan Cars berg. 

The survey looks at the 
effect of accounting for tax 
using a method less severe 
than the one cHnwi by the 
IASC. If its toll provisioning 
method was used, the aver- 
age increase in gearing could 
be greater still by between 1 
and 5 percentage points. 

Capital intensive sectors 
are hit hardest by full provi- 
sioning tor tax because they 
attract allowances which 
can defer tax payments 
indefinitely. 

Last week Sir David Twee- 
die. head of the UK’s 
Accounting Standards 
Board, indicated that he was 


it would take "a very sober 
and serious calculation to 
stay out beyond 2002". 

Echoing comments made 
by Toyota, the Japanese 
vehicle maker, last week, he 
warned that Britain would 
lose out on inward invest- 
ment if it stayed outside the 
single currency in the long 
term. “If it goes ahead and if 
it succeeds - in other words 
if it is stable - then you can- 
not stay out.” he said. 

“In the long run. if we are 
outside a single currency, 
people in Tokyo or Dallas 
making inward investment 
decisions are more likely to 
look at the inner core within 
the currency rather than 


those outside.“ he added. 

His remarks delighted 
Conservative strategists, 
who now believe they can 
turn the general election, 
which must take place by 
May. into a battle for the 
future of sterling. “This will 
make it easier for us to cam- 
paign on Europe as an 
issue,” said one. 

The Conservatives are 
committed to a “wait and 
see" approach to the single 
currency, largely due to 
insistence by Mr Kenneth 
Clarke, the chief finance 
minister, that Britain should 
keep its options open on 
whether to join the first 
wave. But Tory election cam- 
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seeking support for a policy 
of backing global harmonisa- 
tion, but feiMwg an indepen- 
dent line on some issues. 

“This is one of the first 
tests of what accounting har- 
monisation means for the 
UK," said Mr Roger Davis, 
head of audit and accounting 
at Coopers & Lybrand. 

There is a recognition in 
industry that the UK cannot 
go its own way on too many 
is sues as could under- 
mine the credibility of 
accounts and lead to an 
increase in the cost of capi- 
tal There is likely to be a 
debate this year on whether 
accounting for tax should be 
one of the exceptions. 

While the present UK 
method Is unsustainable, the 
ASB may seek support for a 
less severe method - such as 
the one used by Coopers & 
Lybrand for its survey and 
known as the committed 
transaction method. Under 
this method, companies 
must provide for tax if they 
are committed to a transac- 


tion which will increase lia- 
bility. But tax would not, for 
example, be provided for 
when liabilities arise due to 
asset revaluations. 

Gearing is a measure of 
the extent to which a com- 
pany is financed by debt 
rather than equity. It is a 
key analytical indicator and 
is tracked by the markets. 
Any sudden change would 
be seen as disruptive and 
would hit share prices. 

“It should not logically 
affect the market but it 
could.” said Mr Peter Hol- 
gate, accounting technical 
partner at Coopers. 

Currently UK companies 
make a partial provision for 
deferred tax - based on a 
view of those tax liabilities 
that are likely to arise in the 
medium term. The method 
was devised so that compa- 
nies were not weighed down 
with liabilities that would 
never materialise due to tax 
allowances. But they do 
have to disclose the fall the- 
oretical liability. 


paign chiefs now appear 
happy to sidestep the formal 
manifesto position, and high- 
light the fact that the party 
is unlikely to surrender the 
pound in practice. 

Conservative party manag- 
ers are now even making a 
virtue of the fact that up to 
150 Tory election candidates 
are expected to set oat their 
opposition to the Euro, in 
defiance of official policy. 

One minister said: “Robin 
Cook’s comments reinforce 
what everyone ought to 
know - a Labour govern- 
ment would take us down 
the path towards a federal 
united states of Europe." 

Mr Cook's comments on 


the single currency delighted 
supporters of Mr Gordon 
Brown, the pro-Euro Labour 
finance spokesman. Mr 
Cook's caution over the Euro 
has long been a source of 
tension at the highest level 
among the opposition. 

Mr Cook also repeated his 
belief that there was only a 
“50-50 chance” of a single 
currency starting in 1999. 
Striking a more familiar 
Eurosceptic note, he also 
suggested a Labour govern- 
ment could use the UK's 
presidency of the EU in the 
first half of 1998 to forge “an 
alliance" of countries 
opposed to greater integra- 
tion. 


Social chapter 
‘no threat’ to 
competitiveness 


By Robert Taylor, 
Employment Etfltor 

The UK government's 
assertion that the European 
Union's employment policies 
would threaten the coun- 
try’s competitiveness If it 
signed the social chapter is 
strongly challenged today in 
an EU-commissioned report 
on the UK labour market 

The study by Mr Peter 
Robinson at the Centre for 
Economic Performance in 
London denies the 
UK government’s labour 
market reforms i»» piain 
country's falling unemploy- 
ment and improved produc- 
tivity. 

The report appears to 
endorse the Labour party’s 
employment strategy by say- 
ing “there is a good case for 
cautiously reresmg some of 
the changes” on employ- 
ment protection and mmi- 
I mum wage regulation car- 
ried out by the UK 
government 

Although the report states 
“it does not necessarily rep- 
resent the commission’s offi- 
cial position”, the fact that 
Brussels has published such 
a critical report so close to a 
general election will anger 
UK ministers. They intend 
to make the threat of EU 
social directives to' the UK a 
key election issue, arguing 
Labour's commitment to 
sign the social chapter 
would cost jobs. 


Mrs Gillian Shephard, the 
education and employment 
secretary, said yesterday she 
found it “incredible" that 
the European Commission 
claimed credit for the UK's 
tolling unemployment Mrs 
Monika Wnlf-Mathies, EU 
commissioner for the 
regions, had said EU struc- 
tural funds had helped cre- 
ate 750,000 jobs in the UK. 

The report questions the 
UK government’s attitude to 
EU labour market policies 
arguing “specific measures 
brought forward under the 
social chapter of the Maas- 
tricht treaty are likely to 
have very little effect on the 
UK labour market 

“The most significant 
aspects of deregulation in 
the UK have occurred in col- 
lective industrial relations I 
and pay determination” 

“in practice the European 
Commission has put for- 
ward no directives which 
would materially affect 
these areas or require the 
UK to roll back any of the 
legislative changes made 
since 1979. 

“Most EU directives which 
have had effects in the field 
of individual employment 
rights have had nothing to 

do with the Maastricht 
treaty and have generally 
reinforced the tendency to 
codify those rights in the 
UK anyway in areas which 
have seen hardly any net 
deregulation,” it says. 


question 
executives 
over Emu 

By Wffliam Dawkins In Kyoto 

Senior Japanese 

businessmen and bankers 
warned this weekend that 
Britain should not drift 
apart from its European 
neighbours. But they said, at 
a private meeting with UK 
counterparts, that they 
understood UK scepticism 
over monetary union. 

A visiting delegation of 
UK politicians, top execu- 
tives and government offi- 
cials faced a barrage of 
detailed questions over 
Britain's wait and see atti- 
tude to Shnn at *hp annual 
meeting of the UK-Japan 200 
Group, a private sector body 
devoted to furthering bilat- 
eral relations. 

The meeting, whose pro- 
ceedings are not attributable 
to individual delegates, pro- 
duced the clearest explana- 
tion yet from Japanese cor- 
porate investors of how they 
think British scepticism over 
Emu might affect their Euro- 
pean interests, and did much 
to assuage their concerns. 

Most members of the Japa- 
nese delegation agreed that 
last week's warning by Mr 
Hiroshi Okuda, president of 
Toyota, that Japan’s largest 
car company might place 
new investments elsewhere 
if Britain stayed out of Emu, 
had more impact than 
intended. 

Two chairmen of leading 
Japanese multinationals 
stressed that they did not 
plan to change UK invest- 
ment plans on tht» strength 
of British membership or 
non-membership of a single 
European currency. Japa- 
nese bankers present agreed 
that the City of London’s 
tract! TO MBS fls an interim* 
tional capital centre would 
not be diminished if Britain 
were to stay out of Emu. 

The Kyoto meeting 
showed a growing realisa- 
tion by Japanese business- 
men that, however surpris- 
ing it might have appeared a 
few a months ago, some 
move towards Emu is possi- 
ble, and that their interests 
could be affected. 

But beneath the Japanese 
attempts to «ilm ftp contro- 
versy, the consensus yester- 
day was that. Japanese com- 
panies’ interests as investors 
in Britain and exporters 
from the UK to continental 
Europe, would on balance be 
best served by eventual UK 
membership of Emu. 


HUmbcrS 5 Manchester factory’s low wage bill entices light bulb maker 

ring up a fortune German group s hi fts production 


By Alan Cane 

The 21st Century Numbers 
Company, based in northern 
England, is selling the tele- 
phone number “07000 mil- 
lennium’* and Its mobile 
equivalent “0321 millen- 
nium” at Elm (81.62m) for 
the pair. 

The offer is the most spec- 
tacular example of the 
growth of the “golden num- 
bers” phenomenon in the 
UK, where customers are 
prepared to pay large sums 
of money for appropriate or 
easy-to-remember numbers. 
Many are buying special 


numbers as an investment, 
speculating that they will 
increase in value. 

The growth of the market 
is being boosted by a return 
to keypads which feature 
letters as well as numbers, 
making it possible to dial a 
word instead of a number. 

The company said it had 
turned down a bid of £50.000 
for the millennium numbers 
from a US group. 

Oftel, the UK telecoms 
regulator, has reserved lira 
“personalised” numbers 
with the 07000 prefix after 
witnessing explosive growth 
in the business in the US. 


By Peter Marsh 

Osram, the world's second 
biggest maker of light bulbs. 
Is expanding its factory near 
Manchester and moving 
some production from Berlin 
after finding employment 
costs in the UK are a third of 
those in Germany. 

The move could create op 
to 200 jobs at Osram's plant 
in Shaw, which already 
employs 500. Osram is part 
of Siemens, the German elec- 
tronics and electrical engi- 
neering group. 

Osram made its decision 
after finding total employ- 


ment costs in Shaw - includ- 
ing wages and costs such as 
social benefits and employ- 
ment taxes - were only 
34 per cent of those in Ber- 
lin. 

In the same study, the US 
came out as having 60 per 
cent of the employment 
costs of Berlin, while the fig- 
ure for Mexico was 4 per 
cent 

In an interview with the 
Financial Times, Dr Wolf- 
Dieter Bopst, president of 
Osram, said it was also influ- 
enced by the Shaw factory’s 
record on flexible working, 
for example allowing rapid 


changes to shift patterns 
depending on demand, and 
the high quality of its engi- 
neering department 

The project is expected to 
involve an investment of 
£10m. This will mainly cover 
machinery to make special- 
ist photo-optic light sources 
- high-intensity lamps used 
in industries such as televi- 
sion broadcasting, airports 
and warehousing. 

Dr Bopst said the Shaw 
factory had emerged from 
a Europe-wide analysis 
as the best place to build 
up production of pboto- 
optic lamps, alongside 


Osram’s existing manufac- 
turing site far these products 
in Berlin. 

Photo-optic lamps, which 
can cost several hundred 
pounds, are one of the fast- 
est growing parts of the 
worldwide lighting industry. 
They account for only about 
4 per cent of Osram's total 
annual sales of some DM6bn 
(£2_2bn), but their share is 
growing by about 20 per cent 
a year. 

Under the plan, annual 
output at the Shaw plant, 
which is currently worth 
about E22m. could increase 
by a third by 2000. 


Labour attacks 
Tube sell-off 

The opposition Labour party yesterday said t hat the 
government was planning to sen London Underground, 
the capital's train subway network, “on the cheap", after 
it emerged that ministers estimate the privatisation might 
raise as little as £60Qm ($972m). 

A document leaked to a Sunday newspaper said that a 
cabinet paper written by Sir George Young, the senior 
transport minister, suggests the sale could raise between 
£600m and £1.4bn, far short of the network’s widely esti- 
mated value of £13bn- 

Sir George refused to deny the authenticity of the 
laairpd document, but said: “We are seeing whether the 
real improvements we are seeing on the [franchised] rail- 
ways q» n be applied to London Underground.” Labour 
said the plan was “driven by dogma" and wou ld l e ad to 
fare increases and service cuts. George Parker 

■ TOURISM 

Hotel rating scheme adopted 

The English Tourist Board yesterday announced the adop- 
tion of a single five-star ratings system for hotels in a 
move aimed at ending years of confusion over the quality 
of rooms and services. However, the Scottish T ouris t 

Board is refusing to join the system, and will continue . 

with its own scheme. 

The English system win use the international system of 
five stars. It wfll cover all hotels, with a similar scheme 
for bed-and-breakfest facilities, guesthouses, far mhou ses 
ami inns , it take6 into account the quality of accommoda- 
tion and emphasises the facilities provided. Tie Wales 
Tourist Board is expected to adept a s imil a r system. Scot- 
land's sc he me, in contrast, stresses quality over 
facilities. 

■ MOTOR SALES 


Car prices ‘pitched too high 9 

Car manufactu rers and franchised dealers have pitched 
new-car prices too high to attract the majority of -private 
buyers and are pouring more than 300.000 of their own 
“short cycle" cars into the used-car market each year. " 
according to a report by Cardiff Business School. 

These vehicles, accounting for more than 15 per cent of- 
the 2m new-car market last year, are made up of manufac- 
turer and dealer company cars, courtesy cars, fleet and 
dealer d emnne tratnrs, and cars for associated companies 
and suppliers. John Griffiths 

New Car Sales. Centre for Automotive Industry Research, . 
Cardiff Business School, CF1 3EV. £100. 

■ BUDGET 

Property industry faces £83m bill 

The commercial property industry could face an £83m . 
($134.46m) bill to comply with regulations Introduced in 
the Budget, according to the government's deregulation 
task force. Landlords will need to invest in new systems . 
and employ large numbers of extra staff to handle the 
change, which is designed to close a £110m tax loophole 
The rules are an attempt to prevent businesses that do . 
not charge value added tax, notably financial services 
companies, from exploiting a complex loophole to reduce 
VAT on their p ro pe r ty costs. In addition to the cost of the 
new systems, the British Property Federation estimates 
the on-going compliance costs for landlords will be up-to 
£20m a year. David Wzghton 


COMPETITION 




EU warning on windfall tax 

The Labour party's plans to impose a windfall tax an com- 
panies sold off by the UK government could fall foul of 
European Union competition law, officials in Brussels 
said yesterday. It would run into difficulties with the com- 
petition authorities if it was applied to one company but 
not to its direct domestic competitors. 

“If there are companies which are objectively in the ■ 
same position and some are taxed and some are not, that 
could pose a problem." said an official. However, if a tax 
were charged on a company that enjoyed a monopoly, 
there would be no legal difficulties. 

■ GIFTS 

Charity donations static 

Fears about the National Lottery's impact on charities 
will be revived this week by new information showing 
“stagnation" in charitable donations from the public, The 
total income of 100 leading charities as measured by the 
Barclays ^NGO finan ce charity 100 index rose by a negligi- 
ble 0.7 per cent during the four financial quarters from- •' 
October 1995 to the end of September 1996, which covers 
the first full year in which charities faced competition 
from the lottery. 

By comparison, during the three years from January ’ 
1992, annual growth in total Income, as measured by .the 
index, comfortably outpaced the retail prices index. The 
average year-on-year rise was a 75 per cent Alan Pike ‘ 


DIVIDEND & INTEREST PAYMENTS 


THE WEEK AHEAD 


■ TODAY 

Abbey Nat! Treasury Svs 8% 
Gtd Nts 1997 $80 
Aberdeen Corpn Gas 
Annuities 12.5p 
AcaJ 3.1 6p 

AEA Technology 2.75p 
Bell Atlantic Corpn $0.72 
BellSouth Corpn $0.36 
Blacks Leisure 1.25p 
BOC Group 14.5p 
British Petroleum 5p 
City of New York 6.375% 
Series A Euronotes 1997 
$355.94 

Do 6.750% Series B 
Euronotes 1998 $376.88 

UK COMPANIES 


Do 7% Series C Euronotes 
1999 $390.83 
Do 7.375% Series D 
Euronotes 2000 $41 1 .77 
Close Brothers Venture 
Capital Tst 1.6p 
Frederick Cooper 1.95p 
Dunedin Income Growth Inv 
Tst 3.5% Cm Pf £1.75 
Electric and General inv Co 

1 .8p 

Greene King 4.75p 
Johnson Matthey 4.7p 
London Industrial 4.5p 
Lowndes Lambert 2.9p 
Lynx 1 .3p 

Marling Industries 0.1 2p 


Monks Inv Tst 3.5p 

Moorepay Group 2.25p 

Natl Home Loans 1.3p 

Norbafn 3p 

Plysu 2p 

Ransom es 0.75p 

Christian Savteen 20.8p 

Sanderson Electronics 2.2p 

Scapa 1.92p 

Selyu 3.80% Bds 1999 

Y380.000 

South West Water 8.375% 
NtS 1998 £8.375 
Sumitomo Realty & Dvipmnt 
3.90% Nts 2000 Y390000 
Syttone 2p 

Tiger Oats 5.5% Gross Cm 


Pf R2 R0.055 
Eliza Tinsley 2.1 p 

■ TOMORROW 
Bogod0.12p 
Do ’A’ Res Vtg 0.24p 
Consolidated Company 
Bultforrtefn Mine R0.045 
De Beers Consolidated 
Mines 40% Gross Cm Fp R1 
Do 8% Gross Cm 2nd Pf 
R0.04 

EuroDollar 2p 
Griqualand West Diamond 
Mining Co Dutortspan Mine 
R0.21 


Meconic 2p 
Tate & Lyle 11. 7p 
Thames Water 11 .2p 
Vo lex Group 7.35p 


■ WEDNESDAY 
FEBRUARY 5 

Henderson American Cap. & 
Inc Tst 1.8p 

Kloof Gold Mining R0.55 
Loades ip 
MEPC 14.75p 
Perstorp Free B Series 
Skr2.50 

Randfontein Estates Gold 
Mining Co. R0.50 


Refresh Tranche A Perp Sec 
FRN Y1613151 
Do Tranche B Perp Sec FRN 
Y1 663582 

South West Water 10%% 
Bds 2012 £1062.50 
Wellman 0.45p 

■ THURSDAY 
FEBRUARY 6 

Treasury 7% Cv 1997 £3.50 
Treasury 8% 2012 £4.50 
Cator Grup 40p 
Clayhfthe 0.88p 
Exmoor Dual Inv Tst 1.12p 
Do Income SHS 1.6p 
South Africa (Republic of) 


9.375% Nts 2006 £93.75 
Vaux Group 7.04p 

■ FRIDAY FEBRUARY 7 
Avon Rubber 13.75p 
Barcom 0.8p 
Boots 6.2p 

Eld ridge. Pope ’A’ Res Vtg 
3.45p 

Gartiand Whaliey & Barker 
0.32p 

Latham (James) 2.75p 
Marubeni Irrt Finance Dual 
Currency Yen/US$ Bds 1997 
Y650000 

MR Furniture 1 .7p 

M&G Second Dual Tst 18.1p 

Pall Corpn $0.14 


Pearson Sterling Finance 
10%% Gtd Bds 2002 
£537.50 

Racal Electronics 2.1 p 

Sfdlawlp 

Utility Cable 0.49p 

■ SATURDAY 
FEBRUARY 8 
Moran 0.5p 

Northern Foods 6% Cv Sb 
Bds 2008 £33.75 
Somic 1.25p 

■ SUNDAY FEBRUARY,* 
Coats ViyeUa 6%% Senfor i 
Cv Bds 2003 £31.25 * 
Crown Eyeglass 4.5p 


■ TODAY 

COMPANY MEETINGS: 
Dewhurst, Melbourne 
Works, Inverness Road, 
Hounslow, Middlesex, 11.00 
BOARD MEETINGS: 

Finals: 

European Assets Tst 
Interims: 

Media Business Group 
Mid Wynd Irrt 
TR Smafler Cos inv Tst 
US Smaller Cos Inv Tst 

■ TOMORROW 
COMPANY MEETINGS: 


Archimedes Inv Tat, Roy ex 
House, Alderman bury 
Square, EC.. 12.30 
Sidlaw Group, States 
Edinburgh Airport Hotel, 
Edinburgh, 12.00 
Waterfafi, 222. Grays Inn 
Road. W.C., 10.00 
BOARD MEETINGS: 

Finals: 

Gartmore British Inc & 
GwthTst 
St Andrew Tst 
Interims: 

Stoves 


■ WEDNESDAY 
FEBRUARY 5 
COMPANY MEETINGS: 
Carlton Communications, 
Armourers Hall, 81 , Coleman 
Street, E.C., 10.30 
Dwyer Estates, 100, 
Liverpool Street, EC., 12.00 
Stakis, States Glasgow 
Airport Hotel (The 
Normandy), Inchinnan Road. 
Renfrew. Scotland, 12.00 
Utility Cable, 12. Appold 
Street, E.C.. 10.00 


BOARD MEETINGS: 
Finals: 

Eurocamp 

interims: 

Beta com 

British Sky Broadcasting 

■ THURSDAY 
FEBRUARY 6 
COMPANY MEETINGS: 
API Group, Howard Hotel, 
Temple Place, W.C., 12.30 
Bass, Queen Elizabeth [I 
Conference Centre, Broad 
Sanctuary, Westminster, 


S.W., 12.00 

Denmans Electrical, Narrow 
Quay House, Prince Street, 
Bristol, 12.30 

Jorcfic Group, 14, Millbrook 
Road, Yate, Bristol, 12.00 
Quadramatic, Stanneylands 
Hotel, Wilmslow, Cheshire. 
3.30 

RCO Holdings, 20, Old 
Bailey, E.C.. 3.00 
Regent Coqx, Chartered 
Accountants' Hall, Moorgate 
Place, EC., 10.00 
BOARD MEETINGS: 


Finals: 

Con ti ne n t a l Assets 
Crest Nicholson 
ICI 

Interims: 

Westminster Healthcare 

■ FRIDAY FEBRUARY 7 
COMPANY MEETINGS: 
Chemex tot, 44, Worship 
Street, EC.. 11.00 
Eld ridge, Pope & Co., 
Dorchester Market Hall, 
Weymouth Avenue, 
Dorchester, Dorset, 12.00 
Hozelock Group, Hartwell 


House Hotel, Oxford Road. 
Aylesbury, 11.30 
Tuistall Group, Whitley 
Lodge. Whitley Bridge, 
Yorkshire, 2.00 
BOARD MEETINGS: 

Finals: 

Amicable Smaller 
Enterprises 
Heavftree Brewery 
Mtaray European Inv Tst 
Warrants & Value Inv Tst 

Company meetings are • 
annual general meetings 


unless otherwise stated. 

Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announc e ments. 
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DUMP THEM, YOU BREAK THE LAW. RECYCLE IMPROPERLY, YOU BREAK THE LAW. 

MEANWHILE, MORE TIRES JUST CAME IN. 

Whether your company produces waste, tries to recycle it or depends on a wide insurance and financial organization that helps manage your business risks 
. J supply of raw materials, your business is bound to be affected by environmental with a broad range of customized services. Services like cleanup cost cap, hedging 
S Trols There are thousands of regulations, both in the U.S. and overseas, designed and market-making in commodities and stop-loss protection. And we've got the top 

C ° n ro tect the environment.^ These environmental 'standards are in a constant state of financial ratings to back us up. So we’ll be there to help keep your busi- Mng 
fhilT and can have far-reachingrisk implications for all kinds of businesses. ness rolling along. Mill 

Fortunately. AIG specializes in designing the kind of custom coverages you WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES 

eed to cope successfully with changing conditions. In fact, AIG is the only world- to “' 6im.i«t.»tiii.*.70PiD,!M.»r»>irt.iii]ii2;ii 
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THIS WEEK 


E ven when Charles de 
Gaulle was still presi- 
dent, many thought the 
main features of Gaul- 
lism would not outlive him. In 
January 1968, before the general 
met bis biggest test on the streets 
of Paris, an opinion poll showed 
that 40 per cent of the French did 
not think the Fifth Republic 
would outlast its founder. Only 
30 per cent thought it would. 

How wrong the 40 per cent 
was. Power has shifted from right 
to left and back again, left and 
right have even cohabited, and 
the Fifth Republic has lasted- So 
has Oa nlliscL After a 21-year gap, 
Jacques Chirac's 1995 presiden- 
tial victory put a Gaullist back in 
the Elysie. The neo-Gaullist 
party he founded, the Rassemble- 
ment pour la Rfipublique (RPR), 
is the biggest in the National 
Assembly; the party's president 
Alain Juppe, is prime minister. 

But can GauHism survive Chi- 
rac? This question is now being 
posed by opposition leftwing poli- 
ticians. They point to his decision 


A general theory of Gaullism 


to try to return France to Nato’s 
integrated military command, 
which de Gaulle pulled out of in 
1966. Chirac has, of course, said 
the price for France’s return is 
reform of Nato, putting more 
Europeans in top command 
posts. But he has yet to get what 
he wants from Washington. Chi- 
rac has threatened to keep 
French forces outside Nato if his 
demands are not met. 

But the French president’s 
threat is starting to look like 
bluff. The defence agreement he 
has recently signed with Ger- 
many's chancellor, Helmut Kohl, 
situates Franco-German security 
firmly within Nato. and under 
Unde Sam’s nuclear umbrella. If 
Chirac backs down on his 
demands for a Europeanisation of 
Nato, many Gaullists will join 
ttio left in criticising hun- 

The left also accuses Chirac of 


DATELINE 


Paris: the views of 
the Fifth Republic's 
founder may not 
survive Chirac, 
particularly 
after monetary 
union, writes 
David Buchan 


reversing the nationalisations 
which de Gaulle oversaw just 
after the second world war. This 
is an overblown charge for the 
majority of Gaullists. who see 
most recent privatisations as a 
welcome reversal of socialist 


takeovers of the early 1960s. But 
some Gaullist backbenchers 
worry about government plans to 
gpTi off state defence «im|wniBH 
such as Aerospatiale, maker of 
the missiles that carry the gener- 
al’s nuclear fare de frappe. They 
also criticise the government for 
allowing Brussels to grind away 
at the monopoly rights of state 
utilities. 

Worse for some Gaullists is 
Chirac’s commitment to subsume 
the franc into the euro. At a sem- 
inar last week in Paris on “the 
modernity of Gaullism”, the 86- 
year-old Maurice Schumann, who 
was the voice of Gaullism on the 
BBC from wartime London, thun- 
dered against the loss of budget- 
ary and fiscal sovereignty that he 
was sure would follow in the 
wake of the single currency. He 
demanded a referendum on the 


Those far younger took up the 
cry. One such is Henri Guaino, 
the 39-year-old commissaire au 
plan who has inherited the insti- 
tution that successfully planned 
France’s post-war reconstruction 
but has now been reduced to a 
think-tank by development of the 
market economy and European 
integration. Guaino, a close asso- 
ciate of Philippe Sdguin, the 
National Assembly’s Eurosceptic 
Gaullist president, appealed to 
the French not to resign them- 
selves to the effects of rampant 
mondiadsadon of the economy. 

The survival of Gaullism lies in 
its flexibility. Its care is patrio- 
tism (if you like it) or national- 
ism (if you do not). It has its 
phrases, like the general’s won- 
derfully vague hankering after 
"tme oertame id&e de la France" 
and his claim that “to France ne 
petit itre la France sans gran- 


deur”. It has its attitudes, drawn 
from the great moments of the 
general’s career, teaching the 
French that there are times (1940) 
when they must resist, and times 
(Independence far Algeria) when 
they must adapt. It has its 
themes - independence of the 
country, authority of the state, 
and firm leadership. 

But it has no doctrine, cer- 
tainly not on economics, to 
restrict its appeal. Gaullism is 
therefore to be found across the 
polftjcai spectrum, and does not 
necessarily embrace everyone in 
the RPR- A 1991 opinion poll 
found that while only 55 per cent 
of RPR supporters described 
themselves as Gaullists, 10 per 
cent of Socialists and 32 per cent 
of National Front members did. 
This gave statistical backing to 
Andrt Malraux’s earlier descrip- 
tion of Gaullists as everyone 


riding "on the metro at 6pm”. 

But Europe divides Gaullists. 
Some Gaullists - they clearly 
include Jupp€ and probably Chi- 
rac - feel they can switch their 
goals and ideals from the nation- 
state on to the European Union 
which would be France writ 
large. Thus, by a single currency 
as well as a common defence, 
Europe can be made effectively 
i ndepend ent of the US. It is stri- 
king how France’s Gaullist lead- 
ers these days justify the euro as 
making Europe a monetary 
power on a par with the US and 
Japan. 

Others - and they Include 
S6guin - are reluctant to make 
this leap. They tend to see the 
EUs prime effect as undermining 
the authority of the nation-state 
and the ability of its government 
to exercise Brin leadership. These 
two groups of Gaullists may well 
never seriously part company 
while Chirac is president, but 
they are likely to do just that if 
Jupp£ and S€guin ever compete 
to succeed him. 


The Monday Profile; Stephen Bollenbach, Hilton Hotels 

Dealmaker full of beans 


FT GUIDE TO: 

SELF-ASSESSMENT 


S tephen Bollenbach is a 
man in a hurry. He has 
been chief executive of 
Hilton Hotels for less 
than a year — his first anniver- 
sary is on Wednesday - and he is 
already on his second big deal. 

A few months ago, Bollenbach 
raised eyebrows when he pipped 
the rival ITT leisure group in a 
long-running tussle for owner- 
ship of the Bally Entertainment 
casino company, paying $3bn 
(£1.8bn). But It now turns out 
that this was just a dress 
rehearsal for the real thing. 

Last week, Bollenbach aston- 
ished the leisure industry by 
launching a $6.5bn hostile bid for 
ITT itself. If successful, the take- 
over will create the world's larg- 
est hotel and casino company, 
combining the Hilton hotel chain 
with ITTs Sheraton hotels and 
joining the two companies’ exten- 
sive gambling operations. 

With hindsight, perhaps the 
move was not so surprising. Bol- 
lenbach, after all, has a history of 
dealmaking - most recently at 
Walt Disney, where as chief 
financial officer, he engineered 
the company’s $19bn takeover of 
Capital Cities/ABC. one of the 
world’s biggest mergers. 

A native of southern Calif- 
ornia, Bollenbach holds a bache- 
lor’s degree in finance from the 
University of California at Los 
Angeles and a master’s degree in 
management from California 
State University. But he credits 
the legendary shipping tycoon 
Daniel Ludwig for much of his 
business and financial acumen. 

Ludwig, reputedly one of the 
world’s richest men - and cer- 
tainly one of the crabbiest - had 
interests ranging from hotels in 
the Caribbean to coal mines in 
Australia. Bollenbach joined him 
in 1968 and stuck with him for 12 
years, holding a series of posi- 
tions in financial management. 

Bollenbach' s first move into 
the leisure and entertainment 
business came in 1986 when he 
became chief financial officer of 
Holiday Corp, owner of the Holi- 
day Inn hotel chain. There, he 
organised a restructuring that 
resulted in a share price appreci- 



ation of 250 per cent in two years. 

Next, in 1990, Bollenbach 
picked another odd challenge by 
joining Donald Trump at a time 
when the real estate magnate’s 
fortunes wat at rock-bottom. He 
spent two years helping Trump 
restructure his business empire. 

After that, it was back to 
hotels. As chief financial officer 
of Marriott, Bollenbach led the 
break-up of the company into 
Host Marriott and Marriott Inter- 
national. and became chief execu- 
tive of Host Marriott But in 1995, 
he left to become Walt Disney’s 
chief financial officer. 

Bollenbach’s brief tenure at 
Walt Disney ended shortly after 
the Capital Cities/ABC deal. 




when chief executive Michael 
Eisner appointed Hollywood tal- 
ent agent Michael Ovitz as presi- 
dent. Bollenbach strongly 
opposed the appointment, argu- 
ing that Ovitz wasn’t up to the 
job: so when Barron Hilton, 
chairman and chief executive of 
Hilton Hotels, approached Bollen- 
bach, he was knocking on an 
open door. 

At Hilton Hotels, Bollenbach 
became the first person outside 
the founding family to take the 
chief executive's job. The com- 
pany badly needed fresh blood, 
having long since lost its direc- 
tion. Barron Hilton, who controls 
about 25 per cent of the shares, 
had offered to sell the company 


at least twice, but could not get a 
high enough price. He had also 
considered a break-up or spin- 
ning off the gambling side, aban- 
doning the plan last year and 
bringing in Bollenbach instea d 

Critics say Bollenbach is just a 
firanriai wheeler-dealer with no 
solid managemen t record to com- 
pare with that of Rand Araskog, 
who has been at ITT for 30 years 
- the last 17 of them as nh airman 
and chief executive. “He’s all siz- 
zle: there’s no steak there at all,” 
says a critic in the ITT camp. 
“Bollenbach has bad a string of 
jobs. He does a lot of sizzly, visi- 
ble financial engineering, then 
when people start to take a look 
and get closer, he’s gone.” 

Still, a little sizzle does not 
seem to have done Hilton’s share- 
holders any barm- sin ce Bollen- 
bach joined, the company’s share 
price has risen 55 per cent But 
he is not, say those who know 
blm, just a boring bean counter. 

Some evidence of this emerged 
in December when Bollenbach 
blew the whistle on Michael 
Ovitz in an explosive article In 
Vanity Fair mag«Tin» portraying 
him as almost comically out of 
his depth at Walt Disney. “The 
point was, Michael Ovitz didn't 
understand the duties of an exec- 
utive at a public company, and 
didn’t want to learn," Bollenbach 
was quoted as saying. Days alter 
the article appeared, Ovitz quit 

This episode might suggest a 
vengeful streak but friends say 
Bollenbach bag an imngiial abil- 
ity to work well with difficult 
people - witness his years with 
Ludwig and Trump. 

“The thing tha t makes him SO 
effective is his personality,” says 
someone who knows him welL 
“He’s not autocratic. He very 
much values the opinions of oth- 
ers, and he has the ability to lis- 
ten. He has the character and the 
personality to deal with other 
people well, which is something 
unusual for somebody with a 
financial background." 

These qualities could be tested 
to the full as the hostile bid 
unfolds. 

Richard Tomkins 


Suddenly the US is in the grip of self-assessment 
- the biggest reform to the tax system for half a 
century. How could the tax authorities spring 
such a nasty surprise? 

They didn’t The UK’s Inland Revenue has spent 
millions of. pounds telling the 8.5m taxpayers 
affected that self-assessment really bites in 1997. 

So what is all the fUss about? 

Most taxpayers - and their accountants - proba- 
bly underestimated how big a change it was going 
to be. Also, frankly, it is never in the interests of 
personal tax advisers to underestimate the diffi- 
culties of filing a tax return. 

But surely the UK was already under self-assess- 
ment? The US has ran a similar system for years 
and most experts agree it radically cuts costs and 
Is far more efficient. 

No. The British system has always been different 
It has been described as a “Rolls-Royce” among 
tax regimes - expensive but in a class of its own. 

So why scrap it? 

Basically, the UK couldn’t afford the petrol The 
old system dealt with each taxpayer on an indi- 
vidual basis. If your affairs were anything other 
than straightforward you entered into a dialogue 
about the various sources of income and your tax 
bill on each. It was open to the taxman to chal- 
lenge figures before bills were settled. Payments 
of tax on different types of income were made on 
different dates. Wrangles could drag on for years. 

And that all costs money? 

Yes. It was very expensive. And the government 
also started to squeeze the Inland Revenue - the 
big tax department - to try to cut staff and 
improve efficiency. As a result, for exampl e, it 
outsourced its information technology systems. 

So what’s new about self-assessment? 
Self-assessment is actually a misnomer. The origi- 
nal idea, now quietly being downplayed by the 
Revenue, was that taxpayers would work out 
their own tax liability. They can still do that, but 
there is no pressure. What is really different is the 
tax return. It will be processed and checked rou- 
tinely and the tax liability calculated on the fig- 
ures provided by the taxpayer. No arguments. 

Sounds great. I don’t need a calculator and I can 
fib a bit and go borne happy? 

Right about the calculator. Wrong about relaxing 
at home. After the bills have been paid they are 
open to audit If something is wrong, there are 
interest payments and penalties. The system puts 
the entire onus on to the taxpayer who is expec- 
ted to be right first time. 

So that’s the big difference. 

That and the fact that the new system will bring 
tax payments on to a current-year basis, whereas 


now they are made on a previous-year basis. Some 
taxpayers, such as partners, will no longer be in 
the happy position of paying last year's tax bill 
with this year’s earnings. 

How does it work then? 

Taxpayers will make two payments on account 
for a tax year. These will be estimated cm the 
ha-ds of last year's earnings but can be adjusted 
by taxpayers. When the tax bill is worked out a 
Raianpirtg - payment becomes due. If taxpayers 
work out their liability as well they can post the 
cheque with the form. 

And when does all tiffs start? 

It already has. But for most it won’t really bite 
until tax forms go out in early April This is not 
great timing as the UK is likely to be only weeks 
away from a general election. Officials long ago 
told ministers this might not endear them to 
taxpayers but nobody listened. Now it Is almost 
certainly too late to stop. 

And if Labour wins? 

No chang e. They can see the potential savings 
too. They can always trot out the line about 
“empowering the taxpayer”. 

In the US taxpayers use “tax shops” to file their 
returns - paying low fees for an oveMhe-cotmter 
service. Guess the UK Is up to speed on that? 
Not quite. Almost everyone in the US has to file a 
tax return, making tax shops viable. In the UK, 
millions of taxpayers are part of the PAYE (pay as 
you earn) system administered by employers. But 
a market is developing. About half those affected 
already have accountants to help them. The rest 
•will be hunted down by strings of new tax shops. 
The US chain of tax shops H&R Block is 
rumoured to be considering a move to the UK. 

Sounds like the UK is still catching up. Don’t 
: suppose you can file by computer, in that case? 
Yes you can The ta-xmaw has high hopes for the 
so-called Electronic Lodgement Service. It will 
begin this year, bat estimates of the numbers who 
may use it vary wildly. But it is the shape of 
things to come. Cutting out paper would bring 
huge savings. Accountants could get real econo- 
mies of scale by processing thousands of forms. 

So that is the great goal for self-assessment, is it? 
No, there’s more. The Revenue will pause for a 
year or two and then move on to foil self-assess- 
ment for companies. At the moment companies 
are taxed under a system which is a halfway 
house to self-assessment But the move holds real 
dangers. Individuals could face a surcharge of up 
to 5 per cent for getting an assessment wrong. 
Imagine botching your company's transfer pricing 
liability. One mistake could cost you millions. 


Jim Kelly 
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Capital flows taken into account for on 

Emerging countries’ ever-increasing deficits need not be a problem 


The world's emerging market 
economies are moving deeper 
into the red - their current 
account deficits are likely to be 
almost half as big again this 
year as they were in 1996. This 
growing reliance on foreign 
savings is not necessarily a prob- 
lem. but it may be sending an 
ominous gj gnai about the health 
of some of these economies. 

Current account deficits are 
expected to total almost Si 50 bn 
(£92£bn) in the 30 leading emerg- 
ing economies this year, says 
last week’s report from the Insti- 
tute for International Finance, 
the Washington-based lobby 
group for financial institutions. 
This deficit will have widened 
from $l07bn last year, less than 
$80bn in 1995 and a position of 
near balance as recently as 1987. 

This year's addition to the pool 
of red ink is in large part the 
result of an improved outlook for 
economic growth, which is 
expected to suck in imports of 
investment and consumer goods. 
Thanks in particular to acceler- 
ating activity in Latin America 
and Europe, the institute is 
looking for a 5.7 per cent expan- 
sion in the emerging market 
economies in 1997. This is a per- 
centage point more than the 
average growth rate recorded 
I over the past four years. 

“At an aggregate level, the use 
of external resources on this 
' scale by emerging market econo- 
mies broadly represents an effi- 
cient allocation of world capital 
towards high-return invest- 
ments. rather than a slide 
toward overborrowing of the 
type that preceded the debt crisis 


of the 1980s,” the institute 
argues in its latest report on 
international capital flows. 

Indeed, $150bn still represents 
less than 3 per cent of the com- 
bined gross domestic products of 
these 30 countries, a proportion 
that does not look excessive. 
Capital flows into these coun- 
tries should also exceed $240bn 
for the first time this year. Thus, 
in addition to financing current 
account deficits and investment 
outflows by emerging market 
residents - which totalled 
almost $30bn from Russia alone 
last year - this should pay for a 
further increase in their stock of 
foreign exchange reserves. 

Last year, the emerging mar- 
kets used only 45 per cent of 
their capital inflows to finance 
current account deficits. About 
30 per cent was devoted to the 
accumulation of reserves, taking 
their total value to $500bn. This 
increase was bigger than past 
experience would have 
suggested, given the size of the 
accompanying trade flows. With 
imports of goods rising by $99bn 
to $l,030bn last year, the emerg- 
ing markets would have needed 
to add only $33bn to reserves to 
maintain a comfortable 1:3 ratio 
of reserves to imports. 

In aggregate, the current 
account picture may look satis- 
factory, but the total disguises 
significant differences between 
individual countries. The 
graphic shows, for example, that 
Thailand end the Philippines are 
set to run current account defi- 
cits well in excess of twice the 
emerging market average this 
year. Brazil, Hungary, Turkey 
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and South Korea are also set to 
post deficits well above 3 per 
cent of gross domestic product 
But at the level of an individ- 
ual country, can we be certain 
when a current account deficit is 
excessive? A recent study* by 
Gian Maria Mflesi-Ferretti, at the 
International Monetary Fund, 
and Assaf Razin, at Tel Aviv 
University, suggests that tiffs 
remains a difficult judgment 
Their study examined eight 
episodes in which countries ran 
big deficits for some time. In 
Australia (1981-94) and Malaysia 
(1991-95) these deficits prompted 
no dramatic policy changes or 
crises: in Ireland (1979-90), Israel 
(1982-66), Malaysia (1984-85) and 
South Korea (1978-88) policy 
changes took place which fore- 
stalled crises; but in Chile 
(1977-82) and Mexico (1977-82 and 
1991-96) external crises did 
result They conclude it is impos- 


sible to give a consistent numeri- 
cal definition of an unsustaina- 
ble deficit 

In theory, it is possible to 
judge whether a country’s cur- 
rent account position is sustain- 
able simply by asking whether it 
will be able to generate suffi- 
cient trade surpluses in ’ the 
future to repay existing debt 
But the study says this approach 
is flawed because it sidesteps 
two issues: a country's political 
willi n gness to repay its external 
obligations and the willingness 
of foreign investors to continue 
lending on current terms. 

The study offers no easy 
answers. It concludes, for exam- 
ple, that yon cannot tell whether 
a country will have difficulty 
servicing its debt simply by 
looking at the intensity of the 
external shocks it faces, say, 
from a rise in real interest rates 
or a change in oil prices. And 


you cannot predict a looming cri- 
sis just by looking at the size of 
a country’s external debt bur- 
den, the relative importance of 
short versus long-term harrow- 
ing or the size of the interest 
payments it has to make. 

Some factors provide mare 
help in predicting crises, but 
these are fallible. It is dearly 
ominous when big : current 
account deficits are accompanied 
by heavy government borrowing, 
but both Chile and Mexico have 
suffered crises when their public 
finances were in relatively good 
repair. Weak banking s y s te m s - 
and overvalued exchange rates 
are also dangerous, but the prob- 
lem here is to quantify when 
exactly they become a threat. 
Political instability might be 
thought universally problematic, 
but in Ireland in the mid-1980s it 
may well have been the catalyst 
for an overdue policy reversal. 

Unfortunately, this suggests 
there is no easy way to tell when 
a country is on the Hang w list. 
But it is clear that several differ- 
ent factors have to be taken into 
account and a subjective judg- 
ment formed ove rall 

A quick glance around the 
emerging economies shows sev- 
eral countries in which current 
account deficits appear to be pos- 
ing problems. Brazil, Chile. Col- 
ombia, the Philippines and South 
Korea all fall into tftfo category. 
But tt is no easy task determin- 
ing if, when and - where the 
drama will became a crisis. 

*Current-accourtf sustainability. 
Princeton Studies in Interna- I 
tsonal Finance No St- Oct 1996. 
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MANAGEMENT 


Barriers begin to crack 

US companies face pressure to improve their mix of race and gender, says Tracy Corrigan 


F iveyears ago Harvard 
RgSrim Care, the 

US healthcare provider, 

w,o w D 2?S. unexpected owte- 
Some bladt patients seeking help 

health problems were 
asking to see black counsellors. 

Tne (»mpany had none on its 
staff aid, at additional cost, had 
to look outside. The same thing 
happened when women patients 
asked to see female doctors. 

TTie company found itself with 
an incentive to start a “corporate 
diversity- programme in 1993 
aimed at ensuring the race and 
gender mix of staff reflected more 
closely the New England cus- 
tomer base and the broader US 
workforce. 

The percentage of black physi- 
cians hired by the company 
jumped from 6 per cent in 1994 to 
25 per cent in 1995. The percent- 
age of women in senior manage- 
ment rose from 4 per «»w+ in 1990 
to 13 per cent in 1995. 

As the proportion of minorities 
in the US population increases, 
more companies are beginning to 
find that. like Harvard 
Pilgrim Health Care, there are 
sound economic reasons for 
increasing the proportion of 
minorities and women in their 
workforce. 

Nynex, the teie mm m» w j cation s 
group, is one such c ompan y and 
has a well-established diversity 
programme. Says Robyn Phillips, 
director of corporate culture: “We 
are in a competitive industry and 
we had better make sure that 
employees are diverse and reflect 
the customers we serve.” 

Pressure is also c oming from 
groups which are able to hamocg 
growing black consumer power, 
such as the Rainbow/Push Coali- 
tion, led by the Reverend Jesse 
Jackson. Doris Davenport, the 
director of the commercial divi- 
sion of the coalition, puts the 
position bluntly: “In the words of 
Rev Jackson, we can either be 
reciprocal trading partners or 
reciprocal boycott partners." 

Indeed, the threat of boycott by 
minorities, negative publicity. 



and the associated downward 
pressure on share price, certainly 
appears to have got two compa- 
nies to move on the issue of 
diversity. 

Texaco settled a Sl70m (£i05m) 
lawsuit at the end of last year, 
after senior executives were 
caught on tape discussing the 
destruction of evidence relating 
to racial discrimination, and 
agreed to institute a range of pro- 
grammes designed to change the 
corporate culture. 

Mitsubishi Motors, following 
allegations of sexual harassment, 
and racial discrimination at Its 
plant in Normal, Illinois, agreed 


last month to invest $200m in 
programmes for minorities and 
women. 

The spate of high-profile legal 
cases continues: most recently a 
suit by two Morgan Stanley 
employees alleges they were 
denied promotion after complain- 
ing about racist jokes transmit- 
ted by e-mail. 

Such cases have brought the 
issue of diversity out of the 
human resources department and 
into the boardroom. 

As the US Equal Employment 
Opportunity Commission points 
out “Employers already should 
know their legal responsibilities. 


but when they see such a large 
settlement amount [as Texaco's], 
that serves as a deterrent - espe- 
cially when it receives national 
attention." 

One problem is that not all 
diversity programmes have been 
as effective as Harvard Pilgrim 
Health's. Most have done little 
more than pay lip service to the 
notion of advancing more women 
and people from minorities and 
are often seen as a bit of a Joke. 

The programmes are usually 
set up by human resources 
departments which may be 
removed from the real power 
base of the organisation. Train- 


ing typically targets new 
recruits, who are herded In 
groups of 15 to 35 through one or 
two-day sessions of “conscious- 
ness-raising" or “sensitivity 
training" designed to challenge 
entrenched attitudes, or at least 
modify behaviour. 

Says James Lowry, a manage- 
ment consultant specialising in 
the issue: “1 think the sad truth 
is that there haven't been very 
many successful programmes. 
Let's be candid: companies 
haven't put money into this." 
The impact has been 
correspondingly slight, he 
believes. 

One way of encouraging suc- 
cess is to motivate senior man- 
agement. Companies like Har- 
vard Pilgrim, Nynex and Xerox 
have made the recruitment and 
promotion of women and minori- 
ties a criterion in judging man- 
agement performance - and 
deciding pay. 

Lawrence Otis Graham, diver- 
sity expert and author of a 
recently published book, believes 
that what will change attitudes 
"is forcing CEOs to recognise 
that there are bottom-line bene- 
fits" to promoting minorities and 
women. 

“1 think that companies should 
require senior level executives as 
well as the board to be trained 
and coached on issues that deal 
with bias." he says. 

Lowry recognised that corpo- 
rate culture cannot be changed 
overnight - he believes it takes 
about five years to effect real 
change, and the effort may need 
to be ongoing. 

Barbara Stern, vice-president, 
diversity, at Harvard Pilgrim 
agrees. “I can't say we will ever 
reach success. But in healthcare 
it's easier than in aerospace 
because we are a service busi- 
ness. 

“We were founded to serve all 
segments of the community so 
there was a natural linkage” 
between the company’s culture 
and its diversity aims, she 
believes. 
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F or years management 
writers have endured the 
contempt of academics in 
the social sciences. The 
label “scientist”, say scholarly 
critics, will not be earned until 
the management gurus systema- 
tise their ad hoc observations 
into a unified theory and submit 
it to rigorous empirical tests. 

When judged as a social sci- 
ence, even a fledgling .one, man- 
agement theory fails miserably. 
Much or the theory is contradic- 
tory, even faddish, in contrast to 
more respectable academic fields 
which build cumulatively on a 
single body of coherent theory. 

But management thinking 
should not aspire to being a sci- 
ence. not even when it grows up, 
for the interests of managers and 
social scientists are worlds apart 
Social scientists favour theo- 
ries using as few variables as pos- 
sible. These parsimonious theo- 
ries translate into models that 
explain only a sliver of the phe- 
nomenon, while lumping unex- 


Viewpoint - Donald Sull 

Blinded by science 

Gurus' writing springs from an ancient tradition 


plained bits together as excep- 
tions. -Managers, meanwhile, live 
in-ia messy ; v^d- where ' tnany-' 
factors influence their success, 
and they cannot afford to ignore 
relevant variables. 

Scientists also value methodol- 
ogical rigour, and place a very 
high burden of proof on evidence, 
routinely rejecting hypotheses in 
which they have 90 per cent sta- 
tistical confidence. Managers can- 
not afford the luxury of statisti- 
cal certainty and must often act 
despite few observations, spotty • 
data and imperfect analysis. 

While it is not a science, man- 
agement thinking does fit 
squarely into an ancient tradition 
offering pragmatic wisdom to 


help politicians, soldiers and 
traders act more effectively in 
nffairs of the world; Writers such . 
as Epictetus, Marcus Aurelius, 
MacHaveUi and Benjamin Frank- 
lin have offered practical tips for 
dealing effectively in public 
affairs. Their writing eschews 
systematic philosophy in favour 
of memorable aphorisms, rousing 
exhortations and vivid examples 
of effective men and women. 

Wisdom is much harder to 
define or measure than proposi- 
tions based on scientific theory. 
We have no statistical tests to 
measure a statement's wisdom. 
Advice that promotes effective 
action could be deemed wise, but 
this measure is too abstract to 


prove useful Three more tests 
can help us sift nuggets of prag- 
matic wisdom from drhteL 

First, to qualify as pragxiiatic 
wisdom, business writing should 
help managers inspire change 
among colleagues and subordi- 
nates. Inertia, or the tendency of 
organisations to persist in busi- 
ness as usual even in the face of 
environmental change, poses one 
of the greatests threats to organi- 
sational improvement. The 
gurus, at best, can help galvanise 
managers to overcome inertia. 

Second, good management 
writing should pick out the criti- 
cal challenges. Gurus can focus 
managpmpn t attention on impor- 
tant elements of success that 


they might otherwise ignore. 

Third, to qualify as pragmatic 
wisdom, business writing should 
stimulate managers to t hink . 
Business writing, for all its con- 
tradictions and messiness, dis- 
plays more respect for managers 
than the scientific approach. The 
gurus acknowledge the complex- 
ity of the real world, and offer a 
rich diversity of ideas and meta- 
phors to help overcome organisa- 
tional inertia, surface consider- 
ations, and jar managers' 
thinking. Urging gurus to become 
scientists will only result in bad 
science with no increase in wis- 
dom. Instead we need to build on 
traditions in all the humanities, 
such as history, literature, and 
rhetoric to inform action in the 
real world. Managers need first 
rate Plutarchs. not second-rate 
Adam Smiths. 

The author is assistant professor 
of strategy and international 
management at London Business 
School 


Andrea Cattaneo 
Della Volta, the 
Marquis of 
Belforte, 39, 
bought Per, a 
Leicester-based 
company which 
manufactures children 's socks, in 
1993. With the help of his 
partner, Yoes de Poorter. 35, the 
company has turned losses of 
£2.5m into £450,000 profits. Their 
turnover last year was £10m. 

Andrea: “If Belgians are 
renowned for their beer and 
sancagpc, and Italians for their 
cars and spaghetti, I don't 
think either of os is typical But 
in our attitude to work we are 
very stereo typicaL 
Traditionally, Belgians are 
more organised and less 
Inventive, whereas Italians are 
inventive but lapse with 
internal organisation. As a 
partnership we’re hugely 
complementary. 

I leave Yves to look after the 
margins, while I concentrate on 
the industrial aspects. We've 
spent the last 14 months 
upgrading the machinery so it 
can cope with the changing 
demands of the market. 

Socks have to be complicated 
these days, in vivid colours 
with topical motifs. We’ve 
linked up with movie themes, 
hut not in a strict way. Socks 
sen well with any old pig on, it 
doesn't necessarily have to be 
Babe. 

I’m a great believer in 
developing a team mentality 
which Is partly the reason for 
our success. A lot of company 
bosses say: T think IH do this, 

1 wonder what the chief 
executive thinks.’ 

X tike the ‘we’ culture, which 
Yves has now adopted. At first 
be was quite egotistical and 
autocratic, which was very 
annoying. 1 don't even like it in 
speech because it gives people 
the wrong impression. 

He would say: Tve made a 
profit', which would make a 
third party think he owned the 
company. I learnt to use ‘we’ 


instead of T after a female 
colleague accused me of having 
a pathetic. Napoleonic attitude. 

Thankfully it happened at the 
age of 29 and from then on I 
changed my approach. It’s 
important that everyone, not 
just the partners, feels like a 
player." 

Yves: “I often call him Marquis, 
especially if I'm introducing 
him. He tikes to diminish it, 
but I don't see the problem 
with using a title. His ancestors 
were Antwerp bankers who 
were painted several times by 
Van Dyke. I find it quite 
amusing because you wouldn’t 
be able to tell from his face 
that he was from aristocratic 
stock. 

Andrea is very unlike other 
Italians I've met. In business 
they’re usually very relaxed 
about spending, whereas he's 
aware of every single penny, 
rather like ns Belgians. 

He’ll never spend a pound too 
much and will travel on the 
cheapest tickets available. We 
both share the view that if it's 
free, it’s welcome. He likes to 
know the smallest details about 
every aspect of the business, 
from the finances to what’s 
happening in the factory. When 
he bought the company, he 
went on a knitting course to 
learn about the machinery. The 
key to investing in equipment 
is not about how much money 
goes into it, but bow much 
comes out 

We commute from London to' 
Leicester every morning at 
5.45am. which gives ns time to 
discuss our plans and 
productivity. I’m surprised be 
doesn't have more accidents 
because he gives the impression 
that he’s the only driver on the 
road. I'm forever pointing 
things out, like red lights and 
other cars. His response is: ’If 
you don't like it, (hive 
yourself.’ It’s a living danger, 
but 1 distract myself by 
working on the laptop." 

Fiona Lajferty 


Good break-up value 
for corporate voyeurs 



L orna Wendt is the perfect 
corporate wife. Her husband 
Gary is the chief executive 
of GE Capital He earns a lot 
of money and jets round the worid 
doing deals. She is the hostess with 
the mostest who t h inks nothing of 
inviting 100 business colleagues 
round to their place for a banquet, 
or of leaping up after giving birth to 
cook dfoner for 12 of her husband's 
business associates. For the past 31 
years she has encouraged him, 
advised Him, and been a role model 
for other GE wives, offering tips on 
what to wear and what to cook. 

Now this rich, successful couple 
are getting divorced and the spec- 
tacle is causing corporate America 
gome discomfort (as well as a good 
deal of voyeuristic pleasure). The 
trouble is that she thinks the $l0m 
settlement she has been offered is 
not enough 

She says they were equal partners 
in his career and that therefore she 
deserves half of everything. ^And 
everything, if you are that high up 
in General Electric, amounts to 
SlOQm on her reckoning- . 

The case has opened a can of 
worms. Is it a real job to be a corpo- 
rate wife? And if so, what is its 
value? Mrs Wendt, who has aPP ar_ 
ently listened to a lot ofbudn^ 
jargon over the years, said to the 
court last week: “Gary wantedTo 
buy out my partnership and I 

want to be bought out *Uhke a 

hostile takeover - he offered me a 
very small percentage 
that’s not the price 
She would be wall advised to stop 
taUdng this way because, Min 
business terms, the advantage lies 
with her husband. GE recruited aod 
promoted him for his consid^able 
deal-making skills, not her tor her 
culinary ones; to the extmtto whi 
theyare partners, she is undoubt- 
edly the junior one. 

A better business analogy ^ 
of the fired executive. If she could 


a 


Lucy Kellaway 


General Electric must be cringing 
with every successive revelation, 
just as the general public is lapping 
it up. My fevourite snippet so far is 
the size of her clothes budget - 
$120,000 a year. Corporate America 
may be dressing down these days, 
but the wives sttO seem to be wear- 
ing tiaras. 


see herself in this light, the $10m 
payoff would put her at the top of 
the range for sacked executives, and 
maybe she wouldn’t feel so hard 
done by. 

A (slightly) stronger argument can 
be made along moral lines: marriage 
is meant to be for better or for worse 
with all worldly goods shared But 
no one really believes that any more. 

The best hope for Mrs Wendt is to 
attack some of the other side’s bogus 
reasoning. “I have worked very hard 
and Tve sacrificed a lot of pleasure 
to make, this money,” said Mr Wendt 
last week “She got the satisfaction 
of being with the children.” 


This is pretty feeble. Neither hard 
work nor pleasure forgone has any- 
thing to do with it And in any case, 
there is no knowing whether she 
found it mare satisfying taking the 
kids, to the park (if that’s what rich 
people in Connecticut do with kids) 
than he did clinching a $l00m deal. 

I expect that what keeps her fight- 
ing is not the rights of the corporate 
wife, but the usual motives in nasty 
divorces: hate and revenge. The 
court may not judge that she has 
had an equal share in building his 
career; but the opposite does not fol- 
low. She can certainly play an 
important part in spoiling it 
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We know that the public sector has 
gone mad over consultants in the 
last few years, and that consultancy 
firms have hardly been able to 
believe their luck But the news last 
week that Whitehall bas spent 
£2L6bn - repeat, trillion - since 1992, 
is hard to credit. Even harder is the 
notion that only one of the depart- 
ments bothered to calculate whether 
the money had been well spent, and 
its sums do not look encouraging. 

The Labour party has jumped on 
these figures and is promising a gen- 
eral crackdown on the use of consul- 
tants. It might win more votes by 
promising to ban Whitehall from 
using them altogether with one fell 
swoop it would have taken money 
from an unpopular sector and given 
it to the rest of us. The £700m for 
last year alone is nearly half a penny 
on income tax. 


5*A/>e 


It would have been nice if Michael 
Grade could have said openly last 
week that one of the reasons he was 
quitting Channel 4 was the opportu- 
nity to make serious money at First 
Leisure. 

On the one hand we are told that 
chief execs need to be paid so much 
because it Is a free market, and they 
will move to places where the pay is 
better. But on the other hand, when 
it comes to individuals explaining 
why they have made a somewhat 
unexpected career move, pay sud- 
denly has nothing to do with it 


Send your loved one a 
y Valentine’s message y 
- they’ll be tickled pink. 


For all those late nights at the office, 
business trips away ... put a Valentine’s message 
in the FT - it could be a wise investment! 

Put a Valentine's message In the FT and we wffl personally hand-deliver your loved one a 
copy of tiie FT on Valentine's Day with a note directing them to their message (UK Only). 

How to place your Valentine's message ... 

Write your message, me word per box, continuing on a separate sheet if necessary and 
complete the form below In block capitals ensuring that you give full credit card detags. 
Cost 3 fines minimum £38.00, £12.00 per fine thereafter. (5 words per line). All prices 
inclusive of VAT. 




Full name 

Nana 

Address 

.Address fUK Onhri 



Postcode 


Daytime tel: 



Credit Card Details 


Expiry Date 


Signature: 


Date: 


Please return thh coupon ensuring it readies us no later than Monday HHh February 1997 to 
Denise Reed, Financial Times. Nomtor One Southwark Bridge, London SE1 9ifl» Tel: + 44 171 B73 4334 

Fax: + 44 171 873 3098 
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BUSINESS EDUCATION 


Mark Ashurst investigates a high-level course for those margmaHsed by apa rtheid 
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CAMPUS 


From Russia to 
study banking 

Students at the Moscow - 
International Business 
School who specialise in . 
hnnirfny will now be able 

to spend a year studying in 
London as part of then- 
five-year course. 

Students on the Mirbis 

course frequently plan ‘ 
careers in banking after 

graduation. 

The agreement between 
imr hwt »ni? Middlesex 
University Business ’ 
School, in north London, is 
for the students to spend 
foe whole of their fourth 
year in London where they 
will earn a postgraduate 
diploma in Money, 

Banking and Finance. 
Middlesex: UK, (0)181 362 
5000 

• Three students from foe 
China Europe 
International Business. 
School, In. Shanghai, have 
became foe first 
beneficiaries of an 
OTfhang B programme ' 

between CRTBS and Iese, in 
Barcelona. 

' Hie' Chinese stoderits dre 
to spend one term at Iese,' - 
studying alongside 
students is the second year 
of lese’s fUB-time MBA 
programme. 

Zese: Spain, 32044000 


MBA students will . 
be spoilt for choice 

Students who cannot 
decide whether to study- - 
fall -time,' part-time or 
through distance learning 
might well consider foe. 
Brunei Graduate Business 
School MBA' which starts 
this autumn. It has been . 
designed to enable 
students to switch between 
the different modes, • 

’ depending on their 
circumstances. 

Brunet (0)1835203064 

Famous five join the 
board of directors 

Organisers ofthe GMAT 
entry test, foe Graduate 
Management Admission 
Council (GMAC), have 
appointed five business 
school dffaws to. Join their 
board of directors. The new 
positions have been 
created to increase 
communications between 
GMAC and graduate 
business schools. .. 

The five are George Bain 
(London Business School), . 
Paul Danas (Dartmouth), 
Sara Freedman (Houston), 
Wniiam Piershalla (UCLA) 
and Charles Plosser 
(Rochester). ; ' 

GMAC: US 703 7490132 


BUSINESS EDUCATION 


>> , The Oxford 

SENIOR EXECUTIVE FINANCE PROGRAMME 

Accelerating senior management 
- r ' capability in finance 


TH^&xfCrd Executive Finance Programme is a 
ftaa^e prograinme with a difference. Building on ’? 
proven elements in the The Oxford Advanced 
Management Programme, it has been specifically 
designed to take senior executives and fast-track 
management talent from a standing start to a strong . 
and broadranging competence in modem financial 
management and strategy. / 

20 - 25 April and 28 September - 3 October 1997 

For further details contact Maureen Campbell, 
Templeton College, Oxford 0X1 5NY, United 
Kingdom. 

Tel: +44 (0)1865 735422 
Fax: +44 (0)1865:736374 
Email: campbell_m@coll.temp.ox.ac.uk 
Internet: http://www.templeton.ox.ac.uk \ 


Templeton - Oxford University’s Newest Graduate College, 
Working Under Royal Charter in Partnership with Business 




Oxford is looking for the best. Looking for the students 
who - like us - want to leave their mark on business. 

If you share these aspirations we invite you to join the University of . 

Oxford's MBA programme. 

An advanced one-year programme, the Oxford MBA is: 

• International - using the resources dfthe University as a 
whole co identify economic, political and technological processes of - 
change which will shape oiganizadons in the next century. 

• Integrated - drawing on the practical and academic 
excellence of the University’s business school to show how 
management functions work together in the business world. - 

• Individual - using the Oxford tutorial system to equip students 

with the personal and practical skills they will need throughout 
their careers. . 




help you realise your ambitions. 


\tiy of Oxford 





*V ; ' . .. 

■ii . Oxford University, 

•■iHjSSppi 




14371, or write to 


it Studies, 





Fax: +44 (0)1865 228439 
0^ find us on the Interne 

Thr Urav visi t y exaifM 


7X.ac.uk 

pbsinfo 


CONFERENCES & EXHIBITIONS 


FEBRUARY 11 
Britain’s Place h\ the 
Growing Economies of Latin 
America 

Conference organised by Canning 
Hone, in association with die CBL to 
examine current and furore trends in 
investment A trade with Latin 
America. Speakers Include Labour 
Party Spokesman on Foreign Affaire. 
Inter-American Development Bank, 
Mexican Secretary of State for Trade, 
Depaty Governor of the Bank of 
England and ministerial panels on 
Central A South America. The 
conference will develop themes raised 
the previous day at the Go vernm ent's 
Link Into Latin America's con f eren c e. 
Contact: The Corporate Office, 
Canning House. Tel: 017! 235 2303 
Fax: 0171 235 3587 

LONDON 


FEBRUARY 11/12 
introduction to Foreign 
exchange and money markets 
The definitive mining course covering 
traditional FX and money markets 
(GBP and Eurocurrencies) and 
featuring WINDBAL for Spot PX 
dealing simulation. For Corporate 
treasurers, bank dealers, marketing 
executives, financial controllers, 
systems and support personnel Ideal 
for candidates for ACI Intro 
examination. GBP 550:00 + VAT. 
Lywood David In t er na t ional Ltd. 

Tel: 44 (0)1959565820 
Fax: 44(0] 1939 56582! 
e-maflataiiilDgg) lywood-dmifcLco.uk 
LONDON 


FEBRUARY 12 
Investing in Eastern Europe 

One day Seminar at Cantrengftt Rooms, 
Covem Garden. 

£130,000 JOP grants available for 
companies looking U investment in 
East Europe. Make your research costs 
profitable! 

CbO sow- Untiled tickets -Alpha 
Business Club 

0171-357-0400 or 01243- S73333. 

Covent Garden, LONDON 


5th Annual BPR Symposium 

Process based collaboration: 
strategies, tactics and bmelRs 

Your unique opportunity to Interact 
with managers who are 
collaborating with customers, 
suppliers and other stakeholders to 
re-engineer and Integrate 
processes across the 
organisational tfivide. 

For further information on this 
symposium and other business 
process redesign programmes at 
Cranffeld call Jane Clarke on 01234 
754351. 


Cranfield 

/ UNIVERSITY 

School of Management 


BPM97 

This Is Europe’s leading annual 
conference and exhibition on the 
use of non-ffnancSal performance 
measures for driving business 
strategy. An outstanding 
programme presents some of the 
world’s leading thinkers, 
practitioners and case studies. 

ContactMk* Gaynor 
at Business Intelligence 
Tel: 0181 5436565 
Fax: 0181 5449020 
E-mail: ntick-gaynorObusiness- 
lntelligenc8.co.uk 

Bali, Indonesia 

Business | Intelligence 


To advertise in 

Language 

Courses 

appear every Monday 
please contact Denise Reed 
on 0171 873 3507 


FEBRUARY 24TH/25TH 
Overview of the Treasury 
Function & Products 

What is Treasury? What doc* it do? 
This coarse explains the function of a 
Treasury Operation and the Products 
available to ihe Treasurer to cover the 
risks arising in the Financial Maifceo. 
t deuiifi c a tron. Evaluation. Manag e m en t 
tad Control. Look at the basic concept 
of financial risk and the Off-Balance 
sheet Derivative products available to a 
Bank or Corpo rat e Deafcc. 

£545 * VAT 2 days. CONTACT 
TFL/TRAINING DEPT. TEL: 0171- 
646-0684/608-2123 FAX: 

0171-608-3751 


FEBRUARY 2S 

Business & The Environment 
A New Approach for 
Government 

Speakers include: RT Hon Margaret 
Beckett MP, Prof Sir Richard 
South wood. Michael Meacher MP, 
Adrian WiDcea, E3C. One day mrtnul 
conference Co naming the. Implications 
Of a change of government on 
environmental policies as they affect 
business. Contact Neil Stewart 
Associates 0171 222 1280 (tax 1278) 

Rooms, LONDON 


FEBRUARY 25 

CRINE Network Conference 

The Global Challenge 

This unique, irueroctive confe ren ce for 
the UJC oQ and (pJ industry, introduce* 
CRINE Network and lu goals to 
mobilise the 1996 industry proposals for 
competitiveness: speed, value, 

relationship* and people. 

Contact: Aberdeen Chamber of 
Commerce tel: 01224 575100 
fur. 01224 213221 

ABERDEEN 


The Euronioney 
International Bond Congress 

A unique event which provides an 
opportunity for all fixed income 
Investors and other financial 
professionals to meet and discuss 
market developments. The Congress 
features a conference and ma|or 
exhibition with plenary speakers 
Including Eddie George, Governor of 
the Bank of England, panel dteafiskms 
and sponsor workshops. Lead 
Sponsors Incfuda: BZW, Cemmmtanfc, 
Deutsche Morgan Grenfell. ING . 
Barings, Merrill Lynch, Salomon 
Brahes, IBS Unttad and Bridge. . 
for Information contact 
Chartota BtadcweH 
TeL 0171 7798394 
Far 0171 779 8396 
EfiaH: eunxnoneyxonterences 
BdHpIpexcom 

QEJI Centre, London 


FEBRUARY 2S 
Pensions & Long Term Cara - 
Policy Development s «id 
Market Solutions Beyond The 
Election 

Chaired by Ian Bowles of Price 
Waterhouse and Philip Warlaod of 
AUTTF dim c onfer e n ce features Peter 
Lilley and Frank Field. Mr Richard 
Best of the Rowntree Foundation leads 
a discussion on LongTferm Core. In a 
final session of the conference John 
Pleoder, Edward Leigh and Barooess 
Turner will debate the policy 
developments to be expected after the 
General Election. Price Waterhouse 
and AUTIF are sponsoring and 
Pensions Wbrid will be contributing. 
Details: CItyfarum Ltd 
Tht 01225 466744 Fax: 01 225 442903 
LONDON 


FEBRUARY 26-28 
Investing Worfdwtde VIA: 
Develop men t s In Global 
Portfolio Management 
Aimed at senior managers and anaiyats, 
this program seeks to provide new 
insight* into topics that deal with the 
thcoty and practice of mamgav tfubd 

portfolios. 

Contact: AMR in the USA: Internet 

hnp^/www^ioitofg 

Tel: 1(804) 9BO-3663. exL 123 Rut: 

1(804)980-3634 E-mail: info@abnr.org. 



The Fiiunci.il Tunis, propose »> to publrel) a survey cntrUwJ 

Executive Education 


on Thursday, March 20 

To ^vertiso. please contact ftsrl Low, to., on 0272 373 4S74 
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CONFERENCES & EXHIBITIONS 


FEBRUARY 11TH/12TH " 

"^Bdlng international Money 
Market Instruments 

—JSKJSUS 

Bfln ^T rea * 0 ^ fittctioo * Today’! 
Mooqr Marten * Eureeanency Mutes 
, .Inw a Atb itagc •nxfaniquci * Mcney 
Madaa Fomuifac * Cash Row * 

Room Management Information 
Requnancrns * Money Mate Rhkx - 
taowtoong Off Balance Sheet Products 

* Dealing Simulation. 

£545 t 2 days. CONTACT- 
JFUTRAININC DEPT. TEL: 0171* 
606-0084/600-2123 Pay 

0171-600-3751 

— LONDON 

FEBRUARY 17 

■pie 13th Annual FT London 

Motor Conference 

Tbia major automotive event win n— 
again bring together an experienced 
panel of industry speakers, uj shmo their 
vxew* on the changing relationship 
betwwen manufacturers and their 
suppliers. Key speakers include: 
Professor Gar*| Rhys OBE. SMMT 
Professor of Motor Industry Economics- 
University of Wales. Dr Walter 
Basse lieu s. Chief Executive. Rover 
Group Limited. Frans Boot, General 
Manager of group Purchasing. 
Volkswagen UK Untiled. Nick Evans. 
Director. Intelligent Transport Systems 
Programme, SRJ International, Peter 
king. Chief Executive. The Car Group 
PLC. 

Enquiries: Sian Fancourl, FT 
Conferences. Tel: 0171-896 2638 . Ram 
0171-896 2696/2697 

L ONDON 

FEBRUARY 26 
Managing the year 2000 
Transition 

Companies are only now coming to grips 
with the potentially devouring 
consequences of the Year 2000. 
Mismanaging this transition either from a 
computing or a business perspective 
could sound the death knell for a 
company. Rather than focus on the 
technicalities of dunging mm pnw mA 
this workshop focuses an the managerial 
issues from both a business and IT 
perspective, essential re this transition 
process. 

Tel: 01482 642 700 
fax: 01482 642 691 
http J/wwwJbml CTgroupco.uk 

LONDON 

FEBRUARY 27-28 
Technical Report Writing 
Skills 

A practical development module of 
particular relevance to credit analysts, 
brokers' analysts, corporate finance 
executives, researchers and support staff 
and those in internal strategic planning 
roles. * Identifying the Objectives and 
Key Issues. Assembling the Info rmation. 

• Targeting the Audience ■ F or mat . Style 
and Layout * Clarity. Punctuation. 
Jargon, Brevity, Impact. • Writing vt 
Editing. “ Using Computer Graphics. 

2 Days £650 + VAT. Contact: 
Fairplacc. Tel: 0171-623-9111 Fax: 
0171-623-9112. Worldwide Web: 
http://www.fairplace.com E-mail: 
[airptocc^foirptace^tm 

LONDON 


FEBRUARY 27-28 
Intranets, Extranets, Legacy 
Systems and Cilent/Server. 

CoBvefgweeorNeiwwk 

Ardtftechtrcs 

New development* in Network 
Computer architectures and Thin 
Clients and the need to retain the value 
kpry «yoa». lead to convergence 
of Intranets and Clicnt/Scrvcr 
Architects!*. Ovum, Logics. Oracle. 
Miopsofl. Sen Mic rosyst ems. Borland. 
IBM, BT. Barclays. Apple and others 
difSuss nsgratiaa of current genemnoa 
systems to next generation of network 
centric co mp uting. UNICOM, h 01895 
^56 484. 

f: 01895 813 095 
email: atec^umcoouauk. 

URL: htqK/Avww.unicom.coatk 

LONDON 

MARCH 4-5 

FT Worid Steel Conference 

The 3rd annual c onference, organised 
with CRU International, will address 
the major regional challenges and 
global opportunities currently facing 
the international sleet sector. Key 
industry speakers now also include Dr 
Han-Soo Yu. CEO & President. 
POSCO Research Institute; Michael F 
Gambardclla, Managing director. JP 
Morgan Securities; Richard K Rkderer. 
President. CEO & COO, Weinon Steel 
Corporation, in addition to senior 
executives from British Steel. Thyssoi 
Stahl, Koninklijfcc Hoogovcna. 
Rautaranfcki and VOEST- ALPINE. 
Enquiries: Sarah Gibb, FT 
Conferences. Tel: 0171-896 2639. 
Fax: 0171-896 2096/2697. 

LONDON 

MARCH 4-6 
Human Resources 
Development Week 1997 
Conference (HRD Week 
1 997) The Training Challenge 

Firmly established as the premier event 
for everyone involved in training and 
devdofanenr - the Conference provides 
unrivalled opportunity to explore the 
very latest trends. World class 
speakers, Qfununaung case sturiira and 
examines of industry best practice 
combine to provide lively debate, 
creative solutions and a unique 
opportunity to network. 

Coiwc IPDTel: 0181 263 3434 
Fax: 0181 263 3366 

LONDON 

MARCH 5 

Zimbabwe: An Investment 
Opportunity 

One-day CBI investment conference. 
Keynote speaker HE President Robert 
Mugabe. Sponsored by Barclays 
Zimbabwe, Blue Circle Industries and 
Suttfaid Chartered fl ynir- 
Details from Sandra AMrod, 
ret 017! 3797400 

LONDON 


MARCH 5 & 6 
Economic Assessment of 
Eastern Europe and the 
Former Soviet Republics 

PlanEcnn and DIUMfGraw Hill assess 
the East European sad FSR la vestment 
dilute inducting banking, energy and 
automotive industry-analysis. Seminar 
features Mugur Isanucu (Romania). 
Grzcgorz Kolodko (Poland). Sergei 
Geocrelov lYUKOS). and Tvan Onis 
(Ceska Rcfaenka). 

Coataci Baba Howd in London: 

0181 5456212 

basnet: 

hltp://w ww.platrecon.com/ 
CortfenMcesJitm) 

LONDON 

MARCH 5-6 
Investing In Russia 
Following last year's celf-out 
conference attended by over 600 

ddcgfttea, Investing in Russia ‘97 win 

cover equity and debt markets ns well 
as corporate and institutional direct 
iovesuacni. Eminent govern men t 
speakers include the Russian Finance 
Minister. Mayor of St Petersburg. 
Governor of Nizhny Novgorod and 
Chairman of the State Property 
Cammittiaa. Also featuring workshops 
oo the Ukraine and different industry 
sectors. 

Contact: Anim Aston. 

Dow Jones Telerate 

Tel: 0171 832 9737 Fax: 0171 H32 
9940 

PUxaHoteL NEW YORK 

MARCH 6 
Internet Security 

The openness, complexity and 
distributed nature of the Internet lays h 
open to a plethora of frauds and errors. 
This Butler Group Executive Workshop 
explores the issues and risks that relate 
to doing business on the Web, then 
details the IT and business strategics 
that ate needed to securely manage the 
online marketplace. 

Contact: Butler Group 

Tel: 01482 642 700 Fox: 01482 642 

691 

htqn//www.bullcrgn>upxo.uk 

LONDON 


Flexible Benefits - Making It 
Happen 

Fa many yeara flax has beat saen as 
an Hthtive (tot worts ta aimer 
companies, or for smafler groups of 
soft In btger companies. To apply It id 
thousands of staff was ottan seen as 
something that corid not reasonably 
becontemptaied. 

In the last twriw months, aB this has 
changed 

Gain inspiration tram leadng 
companies In Impl eme n t in g flex plans 
and hear about the toy practical 
Chlhnges of (tax design and 
Implementation from the experts. 

Fa further tniormatJcn on this Briefing, 
a to rooster, please contact (Mania 
Sosna-fiose on 

(444) (0)1727888208 0ft 
London -- 1 ■ - 


MARCH 5,6 & 7 
Three Environmental 
Conferences 

Over 200 delegates from industry and 
the public sector are expected to join, 
among others, the European 
environment Commissioner, the 
durnnofl of the European Parliament's 
environment committee and the Dutch 
Presidency of the EU to draws current 
and funar Europen policy issues in the 
field of eavir o raaguai health. The 3 days 
deal with, respectively, waste 
management, air quality and noise 
poUatkxv 

Contact Turn Morgan. Ch* de 
Bnodb. 52 av. Adolphe Lacorribki. 
B-103U BroueikTei: 4322 743 15 31 
Fax: 4322 743 50 50 
e-mail: clubJnl&'areadbdx 
Internet hnpj/ww W-sferroroaVriubdc 
bm,dha BRUSSELS 

MARCH 10 
Toney Canyon: 

30 Years of Progress 

A new international Lloyd’s List 
conference to examine the issues raised 
in the 30 yean since that fim mega- 
poflurian disaster - tanker tedmoiosy. 
Raining, salvage, risk management, 
insurance, contingency £ clean-up. 
regulations, quality, green ships and 
ports. The conference coincides with 
the important Internal iona] Maritime 
Organisation Marine Environment 
Projection Container meeting in 
London during the same week. 

For further details contact Andrew 
Luxion. LLP Conference Division, on: 
>44 171 553 1363 

Porehcrtcr Hotel. LONDON 

MARCH 10-14 

Introduction to Corporate 
Credit Analysis - Level 1 

For those entering banking, junior credit 
analysts, research and support staff, 
finance house -uff and lenders to small 
atki middle market companies as well as 
large corporares. 

• Types of Borrower and their needs. ■ 
Techniques of Credit Analysis. •Profit 
and Lass Acvouiu and die Balance Sheet. 

• Spreading, Ratios, Key Indicators. • 
Cashflow, Forecasts. Sensitivity 
Analysis. • Bin mesa Rons, Debt Service 
Capacity. Covenants. • Analysis of Risks. 
5 Days. £1025 * VAT. Contact: 
Fairplacc. Tel: 0171-623-9111 Fax: 
0171-623-4112. Worldwide Web: 
hitpf/www.fairpUce.coa E-mail: 
falfglacr^dairplace^oBi 

LONDON 


Meeting the Year 2000 
Challenge 

This conference has been 
specifically designed to provide 1 
comprehensive solutions to the 
business, technology and 
management process Issues that 
your company will face when 
developing and implementing 
your Year 2000 business 
strategy. 

Contact Mick Gaynor at Business 
Intelligence Tel: 0181 543 6565 
Fax: 0181 544 9020 
E.mail:mick.gaynor6t)u$iness- 
intelligence.co.uk 

London 

Business | intelligence 


Centre 
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10-1? Apr 


22-25 Apr 


23-25 Apr 


23-27 Apr 


24-29 Apr 

26 Apr- 
4 May 
28-29 Apr 


Ewnt No. of Exhibitor: 

□ Food Inocdreuts Asa *97 - 225 

□ Met. Asia -77 2S0 

□ Energy Week Asa ‘97 200 

□ Cosmetics, Hair. Booty Sr Fwfaioo ‘71 Singapore 100 

□ Interop DotCom 

□ NetW»W+ Interop -the Networking Summit in Asa 300 

□ Security Asia *97 280 

□ Fire Safety & Rescue Asia "97 86 

□ Boat Asia *97 250 

Incorporating: 

Tackle Aria “V7 
Marina Asia *97 
Gommeidal Craft Ana "97 
Water Sports & Dive Expo Asia 97 

Q Asian International Gift Fkir 97 510 

(held in conjunction with Asian Interna banal 
Handicraft Far *97 

A*ian International Stationery ft* "97} (AIF) 

□ AnaCarf Technology "97 SO 

Incorporating: 

AjuB«ik»«TabnoiDgy*97 

□ InteiAirport Asia *97 HO 

□ ScanlfechAna-97 80 

□ Cnnsuroer Goods Aria *97 - A Showcase of . 230 

Products from Asian SMES 

O ArtExPO'W • 150 

□ TRESORS *97- International Fine Art & Antiques 155 
Fair For Asia (AIF) 

□ Honscmaken *97 

□ EDICOM-97 „ . _ 20 

Conference and Exhibition on Electronic Data 

Interchange 

□ SEMIC0N That. Aaembly 6r Fadagoig 170. 

□ IMDEX Asia *97 -WenabonalMaftinH: Defence 350 
gjj^a^^CoafereDce Asia 1997 


No. of Exhibitors 


12- M May 

13- 16 May 

14- 17 May 


16- 18 May 
22-23 May 

27-30 May 
Z-6fune 

3-5 June 

6-13 June 

9-14 June 
11-13 June 

17- 20 June 

18- 20 June 

20-29 June 


26-29 June 


□ Oceanology Intentrtwnal RkUk Run 
O Tkx Free Asa Pacific "97 

□ SIBEX "97 • 15th South East International & 
Construction Exposition 
Incorporating: 

AIHEX *97: 3id S E Asian Intematioaai Building 
Services Exposition 

AID EX *97: 3rd SE Asian International Hardware 
Exposition 

REHVAC *97: 2nd S E Asian Internationa] 
Refrigeration. Heating. Ventilation Ir Air-con 
Exposition A/E/C System "97 

□ Asian Drier Exhibition dr Conference *97 

□ Zooraroa 1997 
Aquarama *97 

□ Aria fed *97/Asia Prints (AIF) 

□ The Annual Meeting of the International Sociefy 
for the Study of Lumbar Spine 

□ Phar mace u tic al Ingredients Aria *97 

□ 19th bitenwbonsl League Apmst Rheumatism 
J1LAR) CongRSS of Rheumatolo^ 

□ Asia Telecom *97 

□ 11th International Symposium on Contact 
Dermatitis 

D Shop Design Asia 

□ Cannex *97 -Die International CanMalong 
Technology Exhibition 

□ Worid Book Fair -97 
Incorporating: 

12 tb World Chinese Book Fair 
Vferid Enjdisb Book Fair 
Whrid Electronic Book Fair 

□ The rc Show ■97 Singapore 
Inccrpozathig: 

The Software Show -97 


MARCH 18 

InteOlgent and Adaptive 
M^bods in Finance 
Use of leading edge technologies m 
the finance industry, Methodological 
discussion and case studies by 
EcooosuL Socilte Generate Asset 
Management Bonque Nationalc tic 
Porta; Olsen & Associates: Bare lays 
Bank; London Basinets School. 
Swiss Baal Cop. Namur University. 
UNICOM, t: 0IS95 256 4M. f; 
01895 B13 095 email: 

itina^-wucoouro.ak 
U(U.dmp-y/wvw.uQtconufxuk 

LONDON 

MARCH 18-19 
Natural Language 
Processing: Extracting 
Information for Business 
Needs 

Inioomsuon Extracooa (TEi meets the 
challenge of what the Information 
Business needs and bow to get it. 
Speakers from European Language 
resources Association: European 
Commission; DTf: IBM: Sheffield 
University: UMIST; BT; Digital; 
Swiss Bank Corp: Notional Power: 
Vocalis: Fins tel: Gescllschafl fuer 
Multmguale Systeroe. 

UNICOM, i: 01SV5 256 484. f: 
01895 813 095 email: 

alcc£ unicorn, couk 
URLdnqr// »n».ua tcomeo.uk 

LONDON 

MARCH 21 

Dow Jones Telerate Invites 
you to FX'97 

Attend the 6th annual event to debate 
important developments in FX 
Settlement, the progress towards 
EMU. opportunities in Margin 
Trading, Treasury and more. 
Calibrate your strategies as you oreet 
with Treasurers, Dealers. Risks 
Managers and Analysts. Key 
contributors include EMI. Lehman 
Brothers. BBA. Tate & Lyle. 
Citibank. BZW sod others. 

Contact: Anita at Dow Jaws Teierate 
Tel: -*44(0)171 8329737 
Fax: -*44 <0171 832 9940 or 
Email: jonaihaii.roaieflG'teierateoom 

LONDON 

MARCH 24 & 25 
World Pharmaceuticals 
This annual conference arranged in 
association wih Coopers & Ly brand, 
addresses the challenges facing the 
pharmaceutical majors in maintaining 
their track record for healthcare 
innovation. High level speakers 
include Mr Sean Lance, Managing 
Director, Glaxo Wellcome pic: Dr 
Franz Hunter. Chief Operating 
Officer, F. Hoffre a nn-La Roche: Dr 
George Passe. Chairman, R es earch & 
Development. SnuthKline Bcecham: 
Mr Derek Smith. Chief Executive, 
King's Healthcare, NHS Trust- 
Enquiries; Sian Faneonn. FT 
Conferences. 0171-896 2638 Fax: 
0171-896 26W2697 

LONDON 


MARCH 26 & 27, WARSAW 
4th Central and Eastern 
European Power Industry 
Forum (CEEP1F 97) 

New Investment Programmes and 
IPP projects. Private Sector 
Participation, Innovative Power 
Project Financing. Liberalisation and 
cooperation East- West. Updates on 
the Baltic Ring. Electricity Pricing 
Policy High Level! 
t\wnmr r Penn Well 
Phone: *3 1-30- 26-50 963 
Fax: *31-30-26-59-928 

WARSAW 

MARCH 18-21 
European Business 
Information Conference - 
EB1C *97 

High level mtetnatianal conference 
focusing on die issues surrounding 
the global business information 
maritet. Key topes indude: 
Convergence of conuramicanoa 
technologies; knowledge 
management; desktop delivery: 
intranets; partnershTps; and emerging 
markets. 

£693 3 days 

Td: 0171 251 5522 

Fax: 0171 490 4984 www.tfpLcam 

LONDON 


MARCH 25 

Serious Creativity & Lateral 
Thinking In the 
I n form a tion Age 
Dr Edward De Bono, inventor of 
lateral thinking, presents bis 
acclaimed one-day seminar. 
Additional sentinar SIX THINKING 
HATS 26 Match. 

For further information contact 
Gareth Jones at Monadnock 
International. 

lfcb 0181 871 2546 Fax: 018t 871 
3866 

LONDON 


First Caribbean Hotel & 
Tourism Finance Conference 
Actions, Options, incentives 

Ai IntatiaSonal avert for hr gownmare 
and private Eacmrsolthe MS region and 
twmosav^hoaLtourisnUnnBmjaurt 
tanttig and bmstment kderasfe mere. 

The tasdngidstwd penal of spaaken 
includes if* Prime Mhties o! Bahamas. 
Batata, Jamaica. 8 MB & Nat*. Mr 
Robot Crandall d Alffi Contortion, Ur 
Doughs Gaorga of Hya Hook 
1 GBpbratian,0f Am Robinson af/iAFfanl 
& John Tfenptam. Cottrait kweamart 
and commercu twtes ufl join tint 
maragws aid the mimed hsBWijns 
HI extended finandai sessions. Orgwtsed 
| byttaQiiHitaHoMAssocisfaiandifiB 
Carttm Toalsm OrgmfcaScn In 
assocUon wim CRytawn of Be UK. hdo 
h de Mnericas: Mr 88 Itoore, Direflor, 
CHAW: (7?7) 72S 9139 Fac (787) 725 
9106 Erda in Etnpe: tto toe Lea, 
Cteknoi atyturam Ltd Tat (44) 01225 
468744 Fk [44)012254429® 
Bahamas 


Aprtt74:^:£^ 

Controiiing the Customer 
interface in a Deregulated 
Telecoms Market 

5 to!h 2 n twehe manlhs 
aaay !t c ixpera^vemaycaj ai rarj( io 
impisaer: c snsssy reapoBwe to She 
fundT-enar exqes ji ae maAzL 
Kcfte martea. h-J tu* to be aiored 
and paicssd far. SuM a brand and a 
repuatan tat aceSerce ai osaxnef 
support. Ths crfEteics ain snow you 
haw tcaabtipate aid aceed demand. 
andheaitasxEicndmrtasyifijr 
sereices a rmks die customer become 
yatroun. 

An ooert panri scisjes tBpresenaiNes 
tram OftdcfteTdflcora, PIT Teieconk 
SMI Gicis. CVA and Score*. 

Cookt Duncn Sarosie X Centaur 

torferances Tel: 0171 434 3711 

Far 0171 237 8706 

London 


21-23 


-Jvl 


Asian Oil & Minerals 

This major investment 
conference will be addressed by 
Ministers from across Asia, as 
well as a rich diversity of regional 
& overseas industry figures. 
Simultaneous programmes eater 
for specific interests in oil/gas 
and mining/metals: numerous 
workshops facilitate effective and 
focused networking. 

Contact EEE Conferences, 
London: tel 44 -171-600 6550, 
fax 44-1 761 -600 4044 


Bali, Indonesia 


A New Century in 
Publishing-Electronic 
Dreams and Realities ] 

TWs FT Conference, in association i 
with PlflA international, comes ai a 
time when the very nature of ( 
publishing is being redefined How i 
will traditional publishers fare in da i 
emerging new media age? What will 
be me impact of “new players" on the 
structure of the market, and what | 
business models are needed to 1 
survive? 

Esqrities: Nicholas Canty. 

FT Conferences. 

Tel: 444 (0)171 8962832 
Fax: 444 (0) 171 896 2836/2697 

London 


April 3-3 


April21-JufleS Way22-23 


The international 
Telecommunications 
Traffic Forum 
Pre-empt ccmpeLlor moves and 
develop your corporate strategy in 
response ta the am competition in 
international traffic Representatives 
from regulators and operators such 
as Ottel. 3T. and US Global Link vriO 
explore the issues effecting UK and 
international telecommunkations. 
This is an excellent opportunity to 
hear the latest expert opinions. 
Contact Duncan Garside at Centaur 
Conferences Tel 0171 434 3711 
Fax: 0171 237 8706 
London 


April 10-11 U, > 

Developing customer driven 
strategies for Integrated 
Network Service Provision 

With only a tew months to prepare 
for de-regulzbon . if you can’t offer 
the service, coverage or products 
that the end user needs they will go 
elsewhere. This conference 
examines the business problems 
3nd challenges of providing 
udeg rated network services by 
bringing together a selection of 
leading telecommunications 
organisations such as Global One. 
RWE. Ericsson. TeMiance. BT. EGIS 
Paris and Nortel. 

Contact Duncan Garside at Centaur 
Conferences Tet 0171 4343711 
Fax: 0117 287 8706 

London 


Tbe 9th Annual National 
Managed Health Care 
Congress {featuring mmvj 

ta uroaratWed nmvtdng forum of quo 
10:000 leading payors, prwfcteisand 
puchasere sharing bwouative solidions 
in managed heafthcare. Cofkbontt on 
Wonraton Technology sotaJies. An 
exceptional ed national forum with 
ndustiy tracks, case studies, bi-depth 
symposia, infflracih* roundtables, and 
ive debates. Over 600 BdAitors 
showcasing cutting edge products and 
services to enhance pmdudMty and 
increase profttabSty. 

For more dtionnation contact: 

Amy Pavel 

Fac fl0t-6T7-27D57{7r 

emaiL amyrp®nmhccoom 


FT-Cify Course 

FT-CHy Course, organised by FT 
Conferences in association with 
City University Business School, 
provides an excellent 
introduction to the workings of 
the City ol London as the 
financial and trading centre in 
Europe. Over 2 months - in eight 
weekly afternoon sessions - 24 
authoritative speakers share their 
knowledge and experience, 
explaining how the city operates, 
who the major players are and 
how the main markets (unction. 

Registrations/Enquiries: 

Nicholas Canty. FT Conferences 
Tel: 0171 896 2632 
Fax: 0171 8962696/2697 

Loudon 


The 1997 Conference 

and Exhibition on 

Globalisation 

The first international forum on 

the impact of globalisation on 

the securities markets. 

For more Information visit the 
Conference website 
http://www.globarisation.com 
Contact IFex, 27A Elizabeth 
Mews, London NWS 4UH 
Tel: -t44 171 483 0350 
Fax: +44 171 5864241 

Olympia, London 


f 




I Washington, DC (USA) 


FT European Electricity 

This mo day event, organised by FT 
Conte ranees and supported by Enerpie- 
Varsorgung Nladerosterrslch 
Afetengesefbchoft. takes pbco at the EVN 
Forum in Verna. Leading industry pfeyers 
Identity and discuss how the European 
power industry Is preparing for change, 
what the opportunities and threats ot 
ItoaraksaUon are and what prospects tor a 
single European electricity marks] exist. 
Speaks rs include: Professor Stephen 
LittlechUd, Director General. Office of 
Electricity Regulation; Or Imre Szabo. 
General Manager, Hungarian Energy 
Otta; Nick Kettlng, President, Eurelectrlc. 
Chairman, Board ot Muaglng Directors. 
NV Sap. Dutch Electricity Generating 
Board; Dr Roll BterhoR. member ol the 
Board ot Directors, RWE Enargle AG: 
Peter MaBbyt, Executive Wca President. 
Stated. 

For turner IntomaUu*, please costed 
Wctiotoa Certy, FT Cwde ran c os . 

Tbfc 444 (DJ 17f US 2G3S 
Far +44 (8)171 896 2896 

Vienna 


Third UNEP International 
Round Table Meeting on 
Finance and tbe 
Environment 

Tins gathering will be hosted by me 
United Nations Environment 
Programme (UNEP) in association 
with Columbia University and will 
address Environment and Financial 
PertorauncsL The aim is to provide 
an international forum in which 
participants can explore how 
environmental factors affect corporate 
performance and ultimately 
shareholder value amongst oihBis. 

UNEP Environment and Trade 
Geneva: Tel + 41 22 979 91 79 
Fax: +41 22 796 92 40 
email: TCritiesddunep.cb 

Columbia University, 
New York USA 

JUNE 11-12 
EUROAID 97 

Business opportunities in EU funded 
projects in 160 countries worldwide. 
Conference and exhibition covering a 
multitude of disciplines and products. 
The meeting place to find yaur 
European partners bidding for EU 
projects worth 10.000 million ECU 
peryear. 

Comacc John Daniels. CEP 
Tel: +32 2 646 89 26 
Fax: +32 2 646 95 79 

BRUSSELS 


Sob-Saharan Oil & 
Minerals 

The biggest annual gathering of 
Africa's energy & mining 
industries, this year in Mauritius 
to faeditate greater networking and 
informal discussion. Speakers 
include the Ministers from 
practically evary African country, 
plus senior industry executives 
and financiers from around the 
world. 

Contact EEE Conferences, 
Johannesburg; 
tel 27-11-442 3230, 
tax 27-1 1-442 4198 

Grande Baie, Mauritius 



Strategies for 
Communicating Change 

This is Europe's first international 
conference dedicated to addressing 
how effective Internal 
Communication Strategy impacts 
evolutionary and radical corporate 
change. World-leading experts and 
practitioners will guide you through 
this emerging <£sc$Bne. 

Contact Mick Gaynor at Business 

Intelligence Tel: 0181 879 3355 

Fax 0181 879 1122 

E.maif: micfc. gayno r<®busfness- 

hitringencexo.uk 

London 

Business { intelligence 


Centre for Global Energy 


The Global Billing 
Congress ‘97 
Tire world's most 
authoritative billing system 
and customer care event. 

TWs annual global congress wU 
comprehenavefy address trie key 
bffllng issues and provide a forum for 
operators to debate WBno concerns 
with the leadftg experts wffirai the 
triecommunicalion Industry. 

Kqr speakers induda senior 
representatives from BT, Vetocom, 
Netcom, tCL Cable CkiBne, Singapore 
Telecom aid Cap Gemini 
Contact Duncan Garside at Centaur 
Conferences Tet 0171 434 371 1 
Fax 01 71 287 8706 

London 


To advertise in 

Exhibitions 

& 

Conferences 

appears 

every Monday 

please contact 
Denise Reed on 
0171 873 3507 


LANGUAGE COURSES 
ABROAD & ENGLISH 
COURSES IN BRITAIN 

FRANCE, GERMANY, SPAIN, 
ITALY, SWITZERLAND, 
ECUADOR, MEXICO AND JAPAN. 
Brodnoc: Cambridge Advisory Service. 
Iteny line. Kingm, 
Cambridge CB3 7NL 
Tfck 01233 264089 Fax: 01223 264 188 


Oil & Gas in Latin America 
- Tbe Challenges Ahead 

Nov in is sewffffi year, tffc 

conference is firmly established as the 
premier event lor the energy industry. 
This will bean unparalleled 
opportunity to hear from worid 
experts best quaiffiad to provide a 
forum tor ttiscusskm on such topics 
as business dwtiopmemaml the 
approach of ttfterent countries in this 
highly mvigoraiing mariteL Chaired by 
Sheath Ahmed ZaM Yamani, Chairman 
cfGGES 

Coraact Duncan Garside at Centzu 
Conferences Tei: 0171 434 3711 
Fas 0171 2S7 8706 


London 


. cn « .. <*. «™ r„ 0 . W 

□" ° sw-o— *E**»-0** 


BMfd , st Ftecr. Cnrincton House. 1Z6-1J0 Regent Stteet. Lnvion W1R 5FE. United KrogW 
W^omj JnoflJIt: (017?) Tm’zIVI. Interoel rite; http;//-w-a.e-«U 4 insaporoxem 
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SAVOIR-FAIRE in 157 la^uag^ 

Pmfaticod teirinwe language training. Wcek-cnd/rcsidanlal weekly 
courses, Devon, or in-house, nationwide. Beginners to advanced, 
1:1 or cotnpsny groups. Wc concenlralc (» cornDiratjcarion skills 
NECESSARY fOTjrofcssionxls. Exam, revision weekends 
from March. renlenliaL It’s hard weak but it's fim. 

01803 866987 Tomes. Devon 

btmptaQt Centre of Excellence. _ 


LANGUAGE COURSES 


FAST, EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as wed as you had 
hoped? Ho ? Vvhy not ? Did you lose out to a competitor 
who did speak the language of the customer ? 
Pont let it happen again - 

CaU BERLITZ for details of ‘Doing Business in' 
Froneh/GennanJSpantsh NOW on 




0121 - 643 
0161 - 228 
0131 - 226 


Helping the World Communicate. 


To Advertise in this Section Please call Denise Reed on 0^71_873^321 8 
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MARKETING / ADVERTISING / MEDIA 


TRADEMARKS 


Addison 


swallows 


modified 


goldfish 


The great battle of the 
goldfish is over. Hie dispute 
between Addison, a design 
consultancy, and British Gas 
over the latter’s goldfish 
logo on its credit cards, has 
been settled out of court. 

Addison has got what it 
wanted, bat the overall issue 
of trademark infringement 
remains far from resolved. 

The design consultancy 
argued that its goldfish 
trademark (below), which It 
had used for seven years. 



was being infringed under 
the 1994 Trade Mark Act by 
Goldbrand, the ffamnrn ai ser- 
vices joint venture between 
British Gas and HFC Bank. 

The settlement, for an 
undisclosed sum, disap- 
pointed those who had 
hoped the case might estab- 
lish a useful precedent on a 
difficult issue; who owns the 
rights to brand images that 
are similar in design but not 
wholly identical and which 
operate in different markets? 

Goldbrand agreed to rede- 
sign its cards, which are 
used by 200,000 customers, to 
eliminate any potential con- 
flict. Wolff Olios, the design- 
ers who created the look for 
Goldbrand, will bear the 
costs of the modifications. 

Finally, and in an unusual 
move between adversaries, 
Addison will be retained as a 
consultant to Goldbrand. 

Meanwhile, Channel 4. the 
broadcaster, is investigating 
the origin of its new logo of 
four linked circles after a 
Westminster University 
design graduate noticed it 
bare a similarity to his own 
work. Watch this space. 


Patrick Harverson 



The giant who 
behind a smokescreen 


S ome weird-looking 
cigarettes have hit 
the streets in the US. 
With names like Poli- 
tix. Planet and Icebox, 
they're hip, they're cool and 
they're made by a new ciga- 
rette manufacturer you’ve 
almost certainly never beard 
of: the Moonlight Tobacco 
Company. 

But Moonlight Tobacco is 
not quite the Independent 
upstart it appears. In fact, 
the namw is just a smoke- 
screen for the rather better- 
known company behind the 
new brands. It turns out to 
be RJ. Reynolds Tobacco, 
the second biggest cigarette 
manufacturer In the US. 

Moonlight Tobacco takes 
its cue from recent events in 
the US beer market, which 
has seen a s u rge in demand 
for “alternative” beers 
brewed by small beer compa- 
nies, or microbreweyries. 
Some big brewers have 
responded by launching 
microbrewery-style sub- 
brands: Philip Morris’s 
Miller Brewing subsidiary, 
for example, has set up a 
company called Plank Road 
Brewery, which sells the 
trendy Red Dog and Ice- 
house brands. 

RJR, maker of old-estab- 
lished brands like Camel, 
Winston and Salem, says 
Moonlight Tobacco was 
inspired by a belief that an 
unexploited niche existed for 
“alternative” cigarettes. 

It quietly started test- 
marketing seven Moonlight 
Tobacco brands in New York 
City, Chicago aad Seattle 
just over a year ago. Since 
then, it has added two more 


Richard Tomkins on why 
RJR started an ‘alternative’ 
cigarette brand 


brands, and the testing has 
been extended to Cleveland, 
Ohio; Portland, Oregon; and 
North Carolina. 

The cigarettes themselves 
are nothing out of the ordi- 
nary: they are made In RJR’s 
factories alongside the com- 
pany’s traditional cigarettes. 
But the pwekag in g , designed 
by Chicago artist Thomas 
Van Wraicwi , is quirky and 
distinctive, as are the names 
of the cigarettes - B’s, 
Sedona. Politix, Jumbos, 
Northstar. City, Metro, 
P lane t and Icebox. 

The advertising, too. is 
off-beat. Posters and bill- 
boards do not promote indi- 
vidual brands: instead, they 
feature the Moonlight 
Tobacco name and slogan 
against a collage of the pack- 
age designs. This gives 
Moonlight Tobacco the flexi- 
bility to introduce brands 
and drop less successful 
ones, almost at a whim. 

Moonlight Tobacco Is not 
expected to produce another 
big-selling brand but the 
point is that a cigarette 
brand, does not have to com- 
mand a large share of the US 
market to be profitable. With 
annual cigarette sales total- 
ling $47bn (£29bn), even a 
market share of 0.5 per cent 
is worth $Z3Sm a year. 

Britt Breemer. chairman 
of America’s Research 
Group, a market research 


company in Charleston, 
South Carolina, says that 
once companies achieve a 
certain market share with 
their big brands, they can 
find it extremely difficult to 
make further gains. “So 
what they are attempting to 
do by creating these small 
companies Is to pick up an 
extra few points of market 
share by having much mare 
specific target marketing.” 


R ente Frengut, presi- 
dent of Market 
Insights, a market- 
ing consultancy in 
Bronxvflle, New York, says 
RJR is arming the Moonlight 
Tobacco cigarettes at a new 
generation of consumers 
who are looking for alterna- 
tives to products from “big; 
nasty, American” compa- 
nies. “They’re trying to say; 
‘We are really not these big 
bad guys. We are really just 
small entrepreneurs, people 
like you, and yon should 
support us because we are 
hip like you guys are*.” ... 

One problem with this 
approach is that it appears 
to target younger people at a 
time when the Clinton 
administration Is trying to 
crack down on underage 
smoking. Bat RJR denies the 
cigarettes are aimed at 
younger smokers - or. 
Indeed, at any age group at 
all- Says Cliff Pennell. RJR’s 


senior vice-president for 
brands: “It's for folks who 
have Tmifth more of an alter- 
native, free-spirited lifestyle. 

“Huey don’t like the mass 
or the mainstream. They like 
to be different, they like to 
make a statement about 
themselves. They are the 
folks who are more comfort- 
able drinking a. microbr e w 
than a Budweiser. There’s a 
level of sophistication with 
this proposition that I don’t 
think is younger adult at 
an. ” 

Clearly, RJR is taking a 
risk by moonlighting as an 
iconoclastic underdog, for 
the ploy could backfire If It 
woe seei as a form of decep- 
tion. So although RJR’s 
name does not appear in 
Moonlight Tobacco's adver- 
tising. the cigarette packs 
contain leaflets explaining 
Moonlight Tobacco's parent- 
age and portraying the com- 
pany as a whacky, “indepen- 
dent” outfit operating under 
the RJR umbrella. 

Could RJR’s example be 
worth following? Possibly, 
thongh RJR will not give 
any figures, and the project 
has yet to progress beyond 
the test-marketing stage. 

It may also be worth 
remembering the cautionary 
tale of Quaker Oats, another 
big US company that tried to 
be trendy by buying the 
Snapple Beverage soft drinks 
manufacturer. The custom- 
ers rebelled, sales plunged, 
and the acquisition turned 
into one of the most disas- 
trous in US corporate his- 
tory - proof positive, it 
stems, that just wanting to 
be hip is not enough. 
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The brands could attract those looking to steer dear of 'big, nasty, American' companies 


M any companies are 
missing but on a 
prime marketing 
opportunity: the 

annnal report Instead of using 
the document to present them- 
selves to new audiences, compa- 
nies often direct the annual 
report towards a narrow group 
that has probably seen the crucial 
information already. 

This finding comes in a survey 
to be published tomorrow in the 
UK. While three-quarters of busi- 
nesses questioned said the annual 
report was an Important way of 
communicating what they do. 


Companies fail in annual reports 


Alison Smith looks at an oft-missed prime marketing opportunity 


six in 10 produced it with Just 
a City of London audience in 
mind. 

Fewer than three in 10 saw it as 
a marketing opportunity, and less 
than one in 10 saw it as a way of 
informing employees about the 

organisation. 

The research is likely to fuel 
the debate about reforming com- 


panies* financial reporting in 
order to give businesses greater 
freedom to publish different 
reports aimed at various groups, 
such as customers and staff. 

Michael Hamilton, managing 
partner of design consultancy The 
Hamiltons, for whom the 
research was carried out last 
month, believes the limited use of 


the annual report is a lost oppor- 
tunity. 

Companies listed on the alter- 
native Investment market, he 
says, are particularly missing 
out. “Some of these companies 
are even saying that they would 
not produce a report If it were not 
a legal requirement.” 

More broadly, he says the sur- 


vey revealed a sharp difference 
between the forms of business 
promotion most' valued by AIM 
companies and larger, more 
mature businesses. 

“It appears that AIM companies 
are under the greatest pressure to 
increase sales, and so attach more 
importance to promotions and 
incentives; whereas other compa- 


nies are looking for image devel- 
opment and market positioning.” 
The lOOphu ' companies, in, die 
survey were asked about ways -of 
promoting their businesses. Three 
in 10 said direct marlretntg^gave 
the best value for money. 
ing on advertising was top^dted- 
by under i.6 per cent - coming 
just behind spending on -corpo- 
rate identity ( 16.1 per -dent). 
Sponsorship, scored the.- lowest 
rating, being chosen by under 
3 per cent. / 

• Corporate identity and Corpo- 
rate Success. The Hamiltons. 
0181-402 MO. £5. 
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International Internet Name Recistration 



net 


Have you registered your company, trade and 
product names around the world? 300,000* 
names are already registered, are yours? 

Protect Youisett. Register Now 


Online 

Information Cali: 
2 12-887-8825 
IWWWJVMM.COM 



04 3 netn sine 5 ■/•net names. co.uk 


Tired of paying 
for your 
business 
information 

www-bu ftlnwin wnttor.cajak 
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EXTRAVAGANZA! 
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Everything you need to 
know about Russia. 


|New Packaging Waste Legislation 
|U| Need help 

[q understanding 

SeQuoia 

patKBhp is effected? 
Essential information far Company 
Secretaries and Diractare. 
htip^/oinworld. axnpuservc.com 
/homepages/SeQpoia 


HOTEL & TRAVEL 

INDEX 


ONLINE 


REEfl TRAYELER.NET 

THE ONE-STOP SOURCE 


www.russia.net 



Every week 


on a Monday 
the FT gives you 


the chance to advertise 


http^Avww21storejoom/ 


RbomSemes3 A Sosna 
SHARP Zaira, US Boones Putr 
Now* 9000Pias(rueCaMMuiacATw 
aSmMGwnMacauNA-nMB 
MKmcoKSATauntBjnoxn 


Tds +44 (0)1707 *63533 


Internet Directory 
Information 
An economical email-to-fex 
service with international 
broadcast capabilities. 


URL: http^ergraJiuunrayxom 
Em ait infb@fexaway.com 


http y/www. travBier.net/TTtl o 
bventco@oag.com 
Telephone: (201) 902-7768 
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Demon Internet Ronetous 
Of bnisiwr CcHNucuviit 


To get coonecaed call Demon Internet 
00 0181 371 1234 




llnl pow 


your internet site to the 


FT’s influential readers in 


1GO countries worldwide. 


iFlemings jj 


In addition nfl adwttecnwnts 
FT, Com the 


also appear on 
FTts Internet s&b. THs you 

a unkpuo opport u nity to attract 


our readenMjji your own sfie via 


a live hyper 

20 % of FT reactors want online in 
the last year. For advertising 
rates ana farther dstafis phrase 


0171873 3234 


Source: NOP Research Jem 1995 
UKsampto 


000 


For nfomedoc on GAM’S 
out mats and oab finds am 
OTri9in fo . g«n .com 


Hi +44 1624632777 


Memory & 

Upg 


Memory for aO computers 
panda; fax/modems, 
soundcards, network cards, 
CPUs, drives etc 
Best prices and quality 
EsL 1987. 
computer 88 

M: 0181 428 1888 

www.computer88.co.uk 




Iiwb Keut/liundtanan. 
|Wranite^,«B«ajr*jdboa)wjrsrt, 
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The Business Forum 
Home of 

• CBI 

• Chambers of 
Commerce 

• Best Practice 


kxtmbtabuskmtatokam 

http^/wwwjxBinstomLcauk 


Demon Internet 


of net growth 

the largest European Internet Service P rov j r 

0181 371 1250 E-mail sales ^-clEmon. net http:vwwvv.demon.net/ 
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IN INDONESIA WE PROTECT 
THE RAINFOREST WITH FISH. 
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A 

WWF 
project 
has resulted 
in over a hundred 
fish ponds being built 
in the Irian Jaya rainforest 
in eastern Indonesia. £ 

The fish ponds provide a much 
needed, reliable source of income 
and food for die local community: 
They also produce an invaluable, 
by-product; a reason for the villagers 
to take of care the local rain forest. 
The ponds require a supply of clean, 
fresh water. This is only available 
' throughout die year if water— retaining 
roots of the neighbouring trees are kept 
intact Which gave WWF good reason 
co provide plans and concrete for the 
ponds, and fish to stock them with. 
And because we believe it is more . 

' important to motivate by physical 
example than by just giving advice, 
WWF agricultural extension 
workers helped to corurruct 
concrete tanks and dig fish . 
ponds. Now an entire 
community benefits, and 
the entire community 
runs the fish pond 
programme 
without 
outside 
help. 

IT 

you 

would like 
to help us set 
up practical projects to 
saw the rainforens, Write to the 
Membership Officer at die address below. 


let calls 



• WWF - 

World -Witte Fund 

ttwnerty Ufarfd 
InrcrnatJOml Secretariat, j ' ‘ ' 
Switzerland.. 
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The Mirror goes in for a polishing 

/!(] IVlODtcrnm fnl 1 V : " . 


David Montgomery tells 
Raymond Snoddy 
about the tabloid’s 
efforts to win readers 


D avid Montgomery, 
the tough Ulster- 
man who is chief 
executive of the 
UK’s Mirror Group, has 
recently been seen burrow- 
ing among the tabloid’s 
archives. He aims to explode 
what he sees as a myth - 
that today’s Mirror is a pale 
reflection of what it was 
under the legendary newspa- 
perman Hugh Cudlipp. 

Montgomery, always irri- 
tated by the “golden age" 
comparison, has been partic- 
ularly needled by it in recent 
weeks. As a £i6m (S26m) 
redesign and modernisation 
plan of the paper has been 
put in place, sniping by his 
peers, he feels, has 
increased. “The club of failed 
editors, which is growing by 
the year, has decided there 
was a golden era for the 
Daily Mirror under Hugh 
Cudlipp and it could do no 
wrong. That is nonsense," 
says Montgomery, whose 
first job was on the Daily 
Mirror 25 years ago, just as 
that era was ending. 

When he dug out old 
copies recently from the 
archives, he says he found 
them thin and trivial. The 
paper was anarchic in those 
days, and there was “a cul- 
ture of booze", he says. Its 
circulation, with no rivals, 
may have been 5m - twice 
today’s - but it made no 
money, says Montgomery. 
Moreover, the manage- 


ment made the biggest mis- 
take of the century in the 
newspaper industry, he says, 
by “giving" Tbe Sun to News 
International The Sun had 
been a Mirror-owned broad- 
sheet - it was subsequently 
sold to Rupert Murdoch who 
transformed it into its cur- 
rent tabloid format 

The redesign of what is 
now called The Mirror has 
come at a difficult t ime- In 
the last six months of 1996. 
the Daily Mirror's circula- 
tion fell 4.96 per cent to 
2.533m compared with the 
same period in 1995 and at 
the same time that The Sim, 
with a lower cover price, lost 
1.17 per cent of its circula- 
tion to 4.02m. 

Apart from changing the 
appearance of The Mirror, 
and aaking the Croat page 
like a billboard for tbe sto- 
ries inside, at least eight 
extra pages have been 
added. Tbe editorial budget 
has been boosted and a num- 
ber of journalists taken on. 

Most of the £16m will come 
from the £2Sm which will be 
saved this year as newsprint 
prices fall. 

The "new” Mirror will 
remain a popular newspaper 
with glamour, entertainment 
and television soap opera 
news but will also deal with 
more weighty matters, par- 
ticularly consumer issues. 

“There is a very important 
brief to the editor [Piers Mor- 
gan L which is that there 



Ad in the News; 
Walkers Lites 

Sound bites 


i Lk: 













AiHey Aenwood 

David Montgomery: The ’new’ Mirror will add substance to its format of entertainment, glamour and soap opera news 
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The newspapers for which Montgomery is responsible will 
have to reduce their outgoings to fall In with his belief that 
less money more efficiently used produces better papers 


must be substance on tbe 
front page. Somewhere there 
must be substance - It is a 
standing instruction,” says 
Montgomery. “The Mirror 
bos always continued to 
occupy a notch above Tbe 
Sun and the criticism of its 
coming down to The Sun's 
level Is simply not justified." 

So far the foil in sales has 
been arrested and Montgom- 
ery claims a modest 
improvement in the circula- 
tion trend against The Sun. 

“I don't think people 
understand that newspapers 
have a very long life ahead 
of them but only if they are 
evolved and improve con- 
stantly. You can never let a 
paper sit there and let tbe 
competition take over." 

For Montgomery, cutting 
out duplication has been 
vital. He has reached an 
agreement with PA News, 
the national news agency, to 
provide The Mirror with 
complete print-ready 
regional news and sports 
pages, leaving Mirror jour- 
nalists free to concentrate on 
tbe larger stories. 

Another element is Mont- 
gomery’s “collegiate" 


approach to producing news- 
papers at lower cost: com- 
bine the back office func- 
tions. he argues, and 
compete on editorial, adver- 
tising sales and promotion. 
His responsibilities also 
include the Sunday Mirror, 
The People, the Scottish 
Daily Record and the Sport- 
ing Life as well as UVe TV, 
the cable television ch ann el. 

‘Newspapers 
have a very long 
life ahead of 
them but only If 
they are evolved 
and improve 
constantly 1 

The collegiate approach 
has led to savings at The 
Independent and the Inde- 
pendent on Sunday, which is 
owned jointly by the Mirror 
Group and Tony O’Reilly’s 
Independent Newspapers of 
Ireland. The group's opera- 
tional losses should be cut to 
£6m this year. 

The Mirror is the only core 


Tim Jackson 


Net calls could take their toll 


This week, a service is 
to be launched that will 
change the competitive 
landscape of telecommu- 
nications forever. It will 
be the first widely avail- 
able service to carry 
toll-qnality calls over 
the Internet. In doing 
so, it win cut sharply the costs of 
long-distance and international calls, 
and put powerful pressure on many 
leading telephone companies. 

Some readers who know about Inter- 
net telephony may think they have 
heard this news before. So it might 
help to clarify: this is not a technical 
experiment by enthusiasts. It is not a 
service that relies on either the caller 
or the recipient of the call having a PC 
to hand. Nor is it a service that com- 
pensates for bargain prices with 
crummy voice quality and unreliable 
connections. Instead, it is a standard 
phone service, offered between the US 
and Colombia, by RSL Communica- 
tions, one of the leading vendors of 
telephone railing cards in the US. 

The technical side of the service is 
being handled by Delta Three, a small 
Israeli technology comp any. Last year, 
it developed a gateway system allow- 
ing voice rails over the public phone 
network to be converted into a stream 
of digits, turned into packets, sent 
over the Internet to another computer, 
decoded back to voices, and finally 
popped hack into the public network 
by tbe computer. _ 

Delta Three used this technology 
last autumn to offer a pioneering 
phone service between Jerusalem and 
St Petersburg. The service was usedby 
Russian Immigrants to Israel calling 
their family hack in the old country.lt 
was rudimentary, hard to use and the 
sound quality was appalling. 

Three months ago. Delta Three 
looked like just one of many tmy new 
companies that hoped to get into the 


market by picking off niches. It was 
stymied by its lack of credibility, and 
its shortage of marketing power in an 
industry whose largest companies rou- 
tinely spend hundreds of millions of 
dollars each year on advertising. 

And without a telco-sized hank bal- 
ance, it was unable to offer national 
access to its services in countries like 
the US or Britain, using a free 800 
number or a network short code. 

After that trial. Delta Three changed 
tack. Instead of trying just to sell its 
services to callers, it began to knock 
on the doors of phone companies. 

The first widely available 
toll-quality calls over the 
Net will cut costs 
sharply and put 
powerful pressure on 
many phone companies 

offering to deliver bulk traffic for 
them at lower prices than the cheapest 
current networks. It would do this by 
“co-locating" equipment in their 
offices, which would do all the to-ing 
and fro-ing on the Internet without 
requiring the phone companies to 
worry about the details. 

Most telcos looked this gift horse 
straight in the mouth. They refused to 
deal with Delta Three. 

RSL Communications was different 
It looked at the technology and real- 
ised that Internet telephony could help 
it to compete on the hyper-competitive 
route between the US and Colombia, 
where callers tend to be Latino 
immig rants to tbe US anxious to call 
home but very short of money. And if 
tbe system failed, it had little to 
lose. 

RSL struck a deal with the tiny 
Israeli company in which it agreed to 


boy lm call minutes every month on 
this route, with a minimum commit- 
ment of 15 months, and a right to first 
refusal over the next dozen or more 
routes on which Delta Three starts to 
offer Internet telephony. 

The deal made perfect sense to both 
sides. To RSL, it provided a secret 
weapon in the calling-card price wars 
- secret until now, at least To Delta 
three, it guaranteed cashflow of sev- 
eral million dollars over the contract 
period, plus the confidence to start 
installing its Internet telephony equip- 
ment on other routes. 

• There was just one problem. Delta 
Three did not have an office In Colom- 
bia or own any equipment there. So it 
signed a deal with a company in 
Bogota that held the Colombian 
licence for CompuServe. 

The company agreed to find a home 
for Delta Three’s equipment and to 
proride the outgoing phone lines and 
modems needed to take calls off the 
Internet and forward them into the 
local phone network. 

To avoid the uncertainties of dealing 
with Colombia's public Internet con- 
nections, the system uses leased lines 
provided by Concert, the joint venture 
between MCI of the US and British 
Telecommunications, to hook the sys- 
tem directly into the Internet in the 
US. The result, according to Jacob 
Davidson, Delta Three’s chief execu- 
tive, is that the call quality is better 
than a satellite phone connection, and 
comparable to a telephone land line. 

Meanwhile, Delta Three still hopes 
to become a branded telco in its own 
right. It has launched a calling card 
for Israeli visitors to New York, charg- 
ing one-fifth of its lowest competitor's 
prices. And the international 
rollout is ready to begin with Sao 
Paolo, Moscow, Tokyo and London. 

If I were a phone company, rd be 
quaking in my boots. 

tmjackson@pobixt.eom 



• Britain's longest- 
established horse r ^| Dg 
newspaper. The Sporting 
Life, has joined forces with 
national wire service the 
Press Association to proviae 
what thev describe as The 
ultimate betting and sports 
information service on the 
Internet". 

The site {icww.sporting- 
life.com) will offer A *2® 
news and results sendee for 
major sports such as soccer, 


rugby and cricket as well as 
horse racing, while tapping 
into the potential market 
for online betting. 

Hie Sporting Life said the 
site represented “the first 
stage of what will develop 
into the biggest and best 
interactive sports and bet- 
ting site in the world". 

The site is efficiently laid 
out and takes users straight 
to a comprehensive head- 
line digest, although you 
have to register for a free 
trial membership to read 
some of the more detailed 
items. 

• Telescan’s Wall Street 
City (touno. too llstree t- 
city.com ) bills itself as “The 
Investor’s Supersite on the 


Web”, and offers a range of 
both free and premium ser- 
vices targeted at the small 
investor or stockwatcher; 
including an introductory 
guide to US markets, bow to 
identify investment oppor- 
tunities and bow to learn 
tbe mechanics of trading. 

• FISH (towtofish.com.sg) - 
the Financial Interactive 
Services Hub - is a pretty 
comprehensive Information 
source for tracking the Mal- 
aysia and Singapore mar- 
kets. It gives regional indi- 
ces. live quotes, gainers and 
losers, as well as good links 
to other useful sites. 

• Tax-Free International 
(www.taxfree.se) is a guide 
to tax-free shopping in 20 


European countries, aimed 
at explaining national tax 
refund systems and outlin- 
ing a step-by-step procedure 
for claiming refunds. There 
will soon be a Japanese lan- 
guage version, 

• Details of an upcoming 
conference, “Doing Business 
in Ireland", which takes 
place in Dublin on February 
19 and 20, and registration : 
form, are at unow.ibc-uk. ' 
comlcontlDSl230lmdez.html 


' Finance Times on 
• the Wor!o Wide Web - 

» www.ft.com . m - 


national newspaper group to 
be transparent in the way it 
conducts its business, says 
Montgomery, and so cannot 
buy circulation with cover- 
price cuts. All the others are 
part of larger groups. “Only 
the Mirror is completely 
transparent to be judged on 
its merits before the Stock 
Exchange and therefore we 
cannot be reckless in our 
conduct of this business," 
says Montgomery. 

“The others have only one 
tactic - they are prepared to 
buy market share extrava- 
gantly. It is much more chal- 
lenging to run the Mirror 
because it is not prepared to 
fight a Fleet Street battle 
which is imprudent in terms 
of financial management.” 

The Independent and Inde- 
pendent on Sunday, which 
David Montgomery sees as 
long-term Mirror invest- 
ments, are having to stand 
on their own two feet. Less 
money more efficiently used 
can produce better papers, 
he believes. “It is undeniable 
that The Independent and 
Independent on Sunday, as 
edited at the moment, are 
much superior newspapers 


than they wen? when they 
were spending a third more 
on resources," he says. 

Apart from trying to 
improve efficiency and prof- 
its. the question of the Mir- 
ror group’s future (market 
capitalisation £880m), in a 
world increasingly domi- 
nated by international multi- 
media groups, remains. 

A suggestion by a third 
party last year that Pearson, 
owner of the Financial 
Times, should take over the 
group, with Montgomery as 
chief executive of the com- 
bined business, was not 
taken up by Pearson. A 
merger between Carlton 
Communications and the 
Mirror Group also got 
nowhere. Michael Green, 
Carlton chairman, made it 
clear he would not pay a pre- 
mium for tbe group and 
there would be no place for 
Montgomery in a takeover. 

Montgomery still believes 
Tbe Mirror could be more 
valuable inside a larger 
media group. “But they have 
to be the right partner.” he 
says as he continues his 
never-ending battle for circu- 
lation and market share. 


The British tabloids have 
clamoured for stories about 
the excellent series of 
Walkers commercials star- 
ring Gary Lineker. How- 
ever. it is not Lineker 
they’re interested in this 
time - it is his glamorous 
co-star. Gladiators pre- 
senter Ulrika Jonsson. The 
beautiful, blonde Jonsson, 
with her very public pri- 
vate life, is perfect tabloid 
fodder. 

BMP DDB, Walkers’ 
advertising agency, clev- 
erly plays on this interest 
by concocting a scenario in 
which she uses her charms 
to tempt tbe “goody goody” 
Lineker out of a party and 
into her room. Eating 
crisps seductively, it looks 
like she is going to get 
Lineker into bed. but he 
reveals that he is only 
interested in Jonsson 
because of her Walkers 
crisps. Swapping a pack for 
some tissues, he struggles 
free. 

What makes the ad really 
special is that it is shot in a 
moody black and white, 
redolent of the films of the 
Swedish stage and film 
director, Ingmar Bergman. 
Even the dialogue is Swed- 
ish, with English subtitles 
flashed up at the bottom of 
the screen. And just in case 
you don't get the joke, the 
pair are dressed in Jons- 
son's native Swedish cos- 
tume. Lineker's outfit 
comes complete with period 
beard. 

The ad looks set to emu- 
late the success of its pre- 
decessors in tbe “No More 
Mr Nice Guy" Walkers 


series. Since the ads began 
in 1995 Walkers has become 
a £500m turnover business 
and Britain’s largest food 
brand. 

However, lower Cat prod- 
ucts have only a l per cent 
share of the £2.2bn UK 
snack market Walkers has 
looked to tbe US where 
lower fat snacks have a 21 
per cent share, and has 
been prepared to back its 
hunch by investing £10m 
on a new production line 
and £5m on the launch 
advertising. ' 

If anyone is going to , 
crack the lower fat market 
then Walkers might and 
Lineker's role in the 
brand's success cannot be 
underestimated. It has been 
no mean feat, given that he 
is not a professionally- 
trained actor. Since being 
chosen on the strength of 
both his Leicester roots 
(Walkers is a Leicester- 
based company) and his 
nice guy image, his acting 
has improved enormously. 

He has been seen as a 
nun. a rocker, and Scrooge; 
acting alongside Paul Gas- 
coigne. Jonsson, and a host 
of children. He has become 
one of the more malleable 
advertising celebrities, 
comparable with Nicholas 
Lyndhurst for WJH. Smith. 

The good news for Walk- 
ers is that neither Lineker 
nor the public shows any 
sign of being bored with 
the campaign. 

Stefano Hatfield 

The author is editor of 
Campaign 



Gary Lineker only wants Ulrika Jonsson's crisps 
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,6ataestic routes from early 


Heathrow airport may be shabby, but most customers are satisfied, finds Michael Skapinker ^ bfittCf V10W 


T here always seems 
to be at least one 
moving walkway 
out of order at 
London's Heathrow airport 
When I asked Sir John Egan, 
chief executive of BAA, the 
owner of Heathrow, why this 
should be, he said It was 
because so many people used 
them. 

But help was at hand, he 
said. BAA was empowering 
Its engineers to fix the walk- 
ways as they broke down. 
The night I arrived to catch 
a flight, the engineers vmd 
apparently used their new 
empowerment to go to file 
pub. ' 

Not only was there a dys- 
functional walkway, there 
was also something unpleas- 
ant smeared on the ground 
outside the airport's third 
terminal. The check-in area 
was strewn with litter, while 
the gents' toilets were 
flooded and the band towels 
needed replacing. 

The lingH of passengers 
waiting to have their hand 
luggage X-rayed were long 
because only a few security 
manhinim were in uso. The 
carpet in the security area 
was dirty. 

A short distance away, 
however, on the other side of 
the machines, we could see a 
glittering world of plenty. 
Swatch and Burberry signs 
twinkled at us from Heath- 
row’s shops, like a glimpse 
of cold war West Berlin from 
the wrong side of the Walk 
I am not the only one to 
have noticed the contrast 
between the public areas and 
the shops at the world’s 


busiest International airport 

Sir Terence Conran, the 
retailer and restaurateur, 
wrote in The Independent 
newspaper last year of a 
visit to Heathrow's terminal 
one: “AH Is glossy and new, 
rimw anH tidy in the Shop- 
ping areas; in the walkways 
and the departure lounge, 
however, it's an altogether 
different story. They are fit- 
ted with stained, worn-out 
carpet held together with 
odd lengths of black tape, 
patched plastic tiles, odd 
wires hanging all over file 
place, broken chairs with 
their Stuffing ’hang in g out, 
cigarette bums on table 
tops, rubbish on the floors. 
The check-in riaaka are fall- 
ing to pieces. Even a third 
world country would feel dis- 
graced by the squalor and 
shabbiness." 

Before boarding my flight 
from terminal three, I filled 
in a complaints card and 
posted it in one of the boxes 
BAA has put up around the 
airport That was over two 
months ago. I have heard 
nothing. 

Des Wilson, the veteran 
radical activist who now 
heads BAA's public relations 
effort, agreed it was unac- 
ceptable that 1 had had no 
response. But he strongly 
contested my view that 
Heathrow was in danger of 
becoming a slum. Heath- 
row’s 56m passengers did not 
feel that way, he said. He 
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VtJU WHO THW5W THfVT 
ONE DOWN THERE. 
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row receives about 7,000 
complaints a- year. The air- 
part's policy, which broke 
down in my case, is to reply 
to aU oC them. Heathrow also 
receives compliments on the 
cards, but people were more 
likely to complain, said 
Malden, "as In any other 
Add". 


sent me to see Stan Maiden, 
BAA’s research director. 

Before meeting Malden at 
Heathrow, I wandered 
around the terminals. Two 
moving walkways were out 
of order, although the 
empowered engineers were 
hacking away at one of 
them. 

Terminal one’s public 
areas were bright and clean; 
terminal two, largely 
because it is the oldest, was 
dark and gloomy, and termi- 
nal three sttn looked shabby. 

Did. my complaints, I 
asked Maiden , really make 
me one in 56m - or two in 
56m, counting Sir Terence? 


Not quite, he said. Heathrow 
attracts Its share of com- 
plaints and tries to act an 
tham. baa is investing Elm 
($LGm) a day at Heathrow, 
and its managers’ pay is 
partly tied to what passen- 
gers say about the airport 

To . find out what they 
think, BAA did a lot of mar- 
ket research, Malden said. If 
its activities in thi« area 
were a stand-alone opera- 
tion, BAA would be one of 
the top 20 market research 
companies in the UK. 

BAA’s most basic cus- 
tomer feedback comes from 
the complaint and comment 
cards at the airport Heath- 


H e.uses the cards 
to identify clus- 
ters of com- 
plaints, such as a 

aVim-fog q nf higgHgy trolleys 

or long lines in the security 
area. The cards are an unsa- 
tisfactory form of feedback, 
however, because they rely 
on passengers taking the 
trouble to fill thum m 
In addition to reading the 
cards, BAA interviews 26,000 
Heathrow customers a year 
in a range of languages. 
They are asked to rate every- 
thing from flight announce- 
ments to public telephones 
on a scale of one to five, 
where five is excellent and 
one is very poor. 

He showed me same recent 
results, which had the air- 
port receiving a scare of four 
in many areas and over 3.5 
in almost alL 
One of the few areas scor- 
ing below 3.5 was passen- 
gers’ perception of the dis- 
tances they had to walk in 
the airport. Smokers gave 
smoking facilities in one 
part of the airport a mark of 
only 3.4, but non-smokers 


judged the same arrange- 
; mart a 8.7. And Heathrow 
would rather satisfy the rum- 
smokers? "Well, there are 
more of them,” Malden said. 

A; fairly creditable perfor- 
mance, it BAA’s methodol- 
ogy is sound. Malden 
fnslstecr It was. Brussels and' 
Vienna airports have asked 
BAA to implement Its sur- 
vey methods there. 

V The group also carries out 
market research on specific 
areas, such as whether cus- 
tomers prefer lifts or escala- 
tors. Which do they prefer? 
"It rather depends on their 

Hgi *, 11 MalHun gaiirt 

BAA also asks passengers 
to compare Heathrow with 
other airports. This gives 
an opportunity to 
compare itself with competi- 
tors such as Amsterdam’s 
Schiphol and Singapore's 
ChangL 

On . issues such as avail-, 
ability of trolleys and flight 
information, Heathrow is 
somewhere in the middle, 
belOW Schiphdl and fthsmg l , 
but above both Paris air- 
ports and New York’s JFK. 
Heathrow's cleanliness is 
rated average, as is seat 
availability in departure 
lounges. Heathrow's cater- 
ing, shops and the attitude 
of security staff all receive 
W g h inte rnational ratings. 

The least critical Heath- 
row customers are elderly 
American and British pas- 
sengers who travel infre- 
quently. And the most criti- 
cal? "Regular British 
business travellers,” Malden 
said through clenched teeth. 
"People like you.” 


of the 


B usiness travellers 
wary of the .antk 
qua ted air' traffic 
control system at 
Chicago’s O'Hare airport, 
the world’s busiest, can 
breathe easily once more, 
Amrm Cohen writes. 

On January Iff, : the ;US 
Federal Aviation Adminis- 
tration inaugurated a new 
air traffic, control system. 
The new computer, known 
as a Display Channel Com- 
plex Rehost, finally gives 
Chicago a modern, reliable 
system to generate . radar 
displays other critical 
flight information. 

This page reported a year 
ago on the worsening record 
of Chicago's traffic' control 
computer, a punch card-fed 
mafwflwymw called the 9020E 
that International Business 
Machines stopped making in 
the mid-1970s. The vacnmn 
tubes that powered the 
9Q20E are no longer made in 
the US. The FAA, which 
operates .US air traffic con- 
trol, was obliged to Import 
them from eastern Europe. 

In. 1995, President Bill 
CUnton vowed rapid action 
after the 9020E experienced 
no fewer than six "crashes” 
(or "outages", as they are 
known in. American) in one 
year. The system was down 
-for a total of 325.6 hours in 
1995 and 333 hours in 1996. 

For the most part, such 
crashes have caused nothing 
mure serious than delays to 
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beginning in 1947, a 


pioneering spirit and advanced 


technology have been hallmarks of the 


Hyundai Business Group. Bulldlng on 50 years of 


success, Hyundai wM further provide greater value - 


to our customers in every continent on our planet 
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alrcraft But on one occa- 
sion, the back-up computer 
also failed, -leaving air traf- 
fic controllers unable 4Eq 
monitor the skies formal . 
minutes. One aircraft ' 
already afrboroe had to take 
evasive action. A. further 
100 aircraft were delayed on ' 
the ground. / 

The FAA claims the nbw 
system will consign slack 
problems to the past. It, lias' 
16 times as much memory, as 
Its predecessor, is fra times 
faster - but only a fera&of ' 
the size. The 902QE was as 
large. as -a house. .. ... r- *; . 

Similar new -air traffic 
systems have been de&yapd 
to flight control centres 4n 
New York, Cleveland, Wffs£- - 
ingtan and Fort Worth, 'all 
of which had suffered prcd* 
terns. v,;.'-' - 

Ironically, because there 
was such a long delay 4n •' 
replacing the B020E, the new 
computer will be in opera- 
tion for little more than & : 
yean it Is due tobe replaced 
In Iate-1998. - " £ 

• British Airways is to-' 
begin Installing -new eomv 
pnter software whieh-wiil 
enable it to provide freqjfchi' 
travellers with their favour- 
ite food and ma garfnW, 
Michael Skapinker Writes: 
BA says the new software 
system, provided by. fedtu- 
tri-Matematik of Sweden, ; . 
will be able to relay cus- 
tomer Information tnl6Q 
airports worldwide. •. ’• 
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pioneering spirit has made us one of the world's 




most influential business groups with over US$90 * 


bfflton In sales. But more Important than whem vvi-^ 


Automobile 


Aerospace 


Shipbuilding 


are Is where we’ re going. Together, 
synergizlng technologies from eveiy field 5 


business in as we head for the next frontier - spac||p 
Now, a synergy bom of diversity ■■ 


earned through growth are preparir^ usj^p 
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ARTS 



opening at-tiw Palais 
Gamier on Frfctey, is one 
j-of the most eagerty 
awaited agents of the 


J ihe Hariperibdf5000 BC - 220 
ADJ. andtocfodesobfects mage 


bronZe arfo sift. 


iwsi&mm 

‘Mrrci' Of everyday Rfe*, opening 


aKfafisitibn. of tW\ and 17th ’ 
cfrtt*y'9«TO prints from the 


ratserafmm thevery start of 
' Printmakfeg, it shows hew most 
7 J ff'V. P'Wa were designed to teO a 


van Leyden, Bruegel and 
”®mbrBnrtt STB included. 


PARIS 



the main question is 
whether the styteed 
stage pictures of 
Amwfcan dfrecto- Bob 
WBson (right) wffi 
provide aauitabte 
match for Debussy's 
music. The cast is headed 
by Susanna Mentzer, Russell -■■ 

Braun and Jbsi van Dam, and 
the conductor Is James Contort, The 
.production can also be seen at this summer's Salzburg festival, with a 
different cast and conductor. 

The Maty Drama Theatre of St Petersbug opens at the Ocfeon- 
ThWtre de r Europe on Thursday in Its director Lev Dodin’s two-part 
adaptation Of Abramov's Frfres etSoaurs. 


NOTTtNQHAM 

The director David . 
Pountney, still best 
known for his work in 
opera, returns to the 
Nohinghffln Playhouse 
to direct As you Like ft. 
The production opens 
on Friday and isa 
sequel to his staging of 
Twelfth Night there two 
years ago. 


LONDON 

A retrospective of the 60-year career of 
British architect Denys Lasdun opens at the 
Royal Academy of Arts on Thursday, h 
traces the ups and downs of Lasdun's 
reputation In critical and public favour, with 
reference to sawn key projects, induing 
the National Theatre (below). Apanafiet 
exhibition focuses on recent work by British 
abstract artist Gflfian Ayres. 

The American New-Age comic 
ventrBoquist David Strassman opens on 
Wednesday at the Apollo Theatre. 
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NEW YORK 

Masterpieces of . 
19th and 20th 
century sculpture 
wfi be on view at 
the Guggenheim 
Museum for the 
next three months. 
Tte exhibition, 
which opens on. 
Friday, is drawn from 
thaNasfttfCoBectton, 
and ranges bom the 
pioneering worts of 

Gaugufo and Rodin to 
Gragg, Oldenburg, - 
Picasso (right) and 
Sena. 
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ince October the 
Englis h Touring Thea- 
tre has been playing 
Shakespeare’s Henry TV 
- both parts - all 
round the country, and now it 
has reached the Old Vic. 



£"■ *** .■«£ staff and Mistress Quickly has to 

=- ■■ r. •„ n ‘ t play two or more roles, with even 


. w is 
A4feri&:«- 

kamrr. 

Cats- 

veiubit- 
fadar 
r.evrtui; 


v in-. Prince Hal taking a quick extra 

- turn as the Ostler. 


. /■ parts 1 and 2 in a 


Watching 

iec 4'ircnh ^ *“ r a ««u * m a single day 

-I- V ma “ B a oaff 511 ^ yoa 0311 s** 

~ x - *-7^ them on successive evenings 
tUissk instead), but by the end we had 

•’ s 'I an imnwnmniilw .^.... p .l. 


. J “ w - ;; WiSfe ‘ 30 uncommonly lucid view of the 
» • - -:vr.5 a ^ £;• whole epic. 

For it is an epic, of course; it 
*“*».*. presents people of all conditions 


• is ns:ii^ For it is an epic, of course; it 
.-■* presents people of all conditions 

;J v —“ • tskjJ “i rich - sympathetic detail amid 
r 1 ' Tbt W; great events, as the embattled 
d.-. i * reign of Henry IV approaches its 
^ "E^ar - eff ' end. Stephen Unwin’s staging is 
v- !b.-ni WiJ?-* even-handed with all the charac- 


ters * displaying that epic 
Sum. ^ breadth better than letting Hal 

‘-■■TV::: and Faistaff do mina te thg play - 


rC * n £ which, by the way, is much bet- 


;V.~r C r “^- ter spoken than most modern 
•T. — i... Shakespeare productions. 

V ; Scene follows spmip swiftly in 

. . 7 V* ir* k' Pamela Howard's p lain , practical 
. —~S7\ 5- sets, but we are never in danger 

;; " ss of losing the threads of the multi- 

=^5 pie plots. (Artful lighting by 
' Paule Constable; Corin Bucker- 

- idge supplies eclectic, effective 

* L < ArBj-., music.) Even the least characters 

* is; convey personalities, and all the 
: '•> *;-rr zlz- doubling has not tempted the act- 

- ' . .* v ;r t rin, ors mto cartoon caricatures. 

: . £37. There is, indeed, a certain aus- 

. izz zzz terity about the principal players. 
- -.7 Timothy West's Faistaff is not a 
rollicking, larger-than-life rascal 
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(though he boasts a proper Fal- 
stafBan girth, and carries it very 
well). Rather, he is urbane and 
precise of speech, delicate in ges- 
ture, consciously unscrupulous, 
faintly sheepish when caught 
out, with occasional gleams of 
malice. At the ^Prince’s final 
rejection there is no miserable 
collapse, just a bit of a setback. 

A selling point of this produc- 
tion has been that Sam West's 
greenstick Hal is the real-life son 
of Timothy, but whether that 
makes any difference is left to 
the audience's imagination. He 
and Faistaff play gracefully to 
one another, perhaps too easily: 
this cool, shy Prince never seems 
quite enamoured enough of the 
old scapegrace to feel much 
remorse about throwing him off 
at the end. Hal's “I know thee 
not, old man” is measured and 
distant, neither shocking nor sug- 
gestive of any torn loyalty. 

But young West's Hal develops 
nicely as the play progresses, 
shaped more by his painful rela- 
tion to his stage father than his 
cautious flirtation with low-life. 
He rises to earnest sobriety in 
the last scenes: not a Henry v 
yet, but one begins to see the 
possibility in him. Gary Wald- 
horn plays the stern, disap- 
pointed old King on one note, but 
that sonorously commanding. 

Thaw is an electrical Hotspur 
from Paterson Joseph, whom you 



A father and son Faistaff and Hal: Timothy and Sam West 


AknalrMuir 


David Murray on a satisfying production of Henry IV 

An epic performance 


might- remember as the haughty, 
narcissistic Maniuis de Carabas 
in BBC-TV’s Neoerwhere.’Tiere he 
is all frantic energy, chafing to be 
let loose and explode. If his per- 
formance breaks through the dec- 
orous conventions observed by 
everyone else, that works splen- 
didly: Hotspur is a wild, charis- 
matic spirit a loose cannon. As 
his wife. Lucy Briers is as clever 
and interesting as her fierce little 
Doll Tearsheet in Part 2. 

There, Joseph returns to play 
Pistol as a deadlocked Caribbean 
wild mam in theory rather a 
pro mising idea (fustian in Jamai- 
can, so to speak), but unfortu- 
nately we understand hardly a 


ward he otters: Joseph O'Conor 
Is first a strong, wracked North- 
umberland, Hotspur’s father, and 
later a wholly delightful, not- 
quite-seniie Justice Shallow in 
his Gloucestershire orchard. 

The London low-lifers are 
strictly modern, with Nicolas 
Tennant making Poms both 
tough and subtle, and Albie 
Woodington. a hairy, creepy Bar- 
dolph. Paul hnbuscb plays two 
bland .upper-crust men admira- 
bly, first Sir Walter Blunt (on the 
King’s side) and then the Arch- 
bishop of York (among the reb- 
els), Just as Ian Flintoff covers 
two hard-nosed, man-of the- world 
roles, Worcester and the Lord 


Chief Justice. Mary McLeod's 
Mistress Quickly is serenely 
funny. 

Still, what we watch and 
remember is the whole play, to 
which all these ingenious perfor- 
mances contribute, without mak- 
ing noisy splashes of their own 
(well, except Joseph’s astonishing 
Hotspur). Leisurely it may be 
(Part 2 takes some time to gat h er 
strength), but finally very satisfy- 
ing, innocent or flash tricks or 
bizarre new readings. Z liked it 
very much. 


At the Old Vic until February 22, 
and afterwards at the Theatre 
Royal, Bath. 


Band with a 


voice of its own 


Ireland's national orchestra is at last gaining an 
international reputation, writes Antony Thomcroft 


T 


be National Sym- 
phony Orchestra of 
Ireland, the republic’s 
leading classical 
orchestra, makes its 
first London appearance for 14 
years at the Royal Festival Hall 
this month. It is part of a short 
UK tour which also takes in Glas- 
gow and Edinburgh, and it is a 
deliberate declaration that 
Ireland now thinks it has a sym- 
phony orchestra that can com- 
pete with its rivals on the Celtic 
fringe, in Wales and Scotland. 

It is perhaps Ireland's great 
musical tradition which has held 
back orchestral music there. Tra- 
ditional folk musicians have 
always attracted prestige and 
popular adulation. In recent 
years Irish pop - U2, Cranberries. 
Sinead O'Connor - has con- 
quered the world. Then came 
Ireland's astonishing run of suc- 
cess in that despised heartland of 
popular music, the Eurovision 
Song Contest. It has to be a dedi- 
cated young musician who stuck 
with the classical repertoire 
against all these commercial 
alternatives. 

But such musicians are at last 
coming through. Ireland's sym- 
phony orchestra has always been 
under the wing of RTE, the Irish 
broadcasting service. It created 
the orchestra 50 years ago and 
still meets its annual costs of 
£5 .5m, which includes a smaller 
concert orchestra. As a minor 
part of the dominant official 
voice of Ireland the orchestra 
was slow to assert itself - it 
slipped into the easy life of a 
broadcasting orchestra. 

It was also not very Irish. Refu- 
gees, who fled to Ireland from 
eastern Europe immediately after 
the war, made up half the 
playing strength and instilled it 
with the romantic, emotional, 
sound that it still possesses. The 
orchestra has had its moments 
but generally failed to make 
much impact on the international 
stage. 

Now that is .changing. In 1990 
Cathal MacCabe, bead of music 
at RTE, was given control of the 
orchestra. Five years ago he 
bumped up the playing strength 
from 70 to 93 and changed the 
name from the prosaic RTE Sym- 
phony Orchestra to the more 
prestigious National Symphony 
Orchestra. He then set about rais- 
ing its standards and its image. 

The first task was to secure a 
recording concert: CDs give an. 
orchestra status and taring it to 
the attention of overseas musical 


agents. Quite by chance Naxos, 
the discount classical label which 
had been using inexpensive east 
European orchestras to build up 
its repertoire, was looking for 
alternative sources of music. The 
NSO was ideal - competent but 
cheap. RTE was quite willing to 
let the needy musicians take the 
fees, waiving any royalty rights. 



Rising star: principal 

conductor Kasper de Roo 


Now the NSO has produced over 
50 CDs for Naxos, the biggest 
classical music label in the UK- 
On the back of the CDs the 
tours started, first to Germany, 
then Hong Kong, now the UK, 
with the continent of Europe, 
North America and the Far East 
already scheduled before 2000. 
RTE has found money to help 


Ironically it was 
Ireland's great 
musical tradition 
which held back 
orchestral music 


finance the travelling. It has sud- 
denly come to appreciate its 
orchestra, jolted by the report of 
a committee which last year rec- 
ommended that the NSO be 
divorced from the broadcasting 
company and funded through the 
Irish Arts Council. This sugges- 
tion may be quietly forgotten: no 
government is looking far addi- 
tional cost centres. 

So RTE Js starting to promote 
its orchestra and to bask in its 
undoubted Improvement. While it 
was In the doldrums it was hard 
to attract the top conductors. But 
two years ago it secured a rising 
star as its principal conductor, 
the Dutchman Kasper de Roo, 
who is also music director at 


Innsbruck He seems an inspired 
choice: young enough to have 
style; solid enough to curb the 
players' exuberance. Their perfor- 
mance of Shostakovich's 5th sym- 
phony last week was bravura in 
the extreme. 

The players, too, are changing. 
Retirement is culling the east 
Europeans; their replacements 
are mainly Irish and British. 
They are still poorly paid (some 
earn only £11,000 a year) but such 
is the flow of good young players, 
and the attractions of living in 
Dublin, that there is no shortage 
of applicants for any vacancy. 
The NSO does, however, face 
unusual competition from the 
other Irish musical traditions.* it 
recently lost its percussion sec- 
tion to the lucrative pull of Rfo- 
erdance. 

MacCabe is gently detaching 
the orchestra from RTE, partly 
through touring, partly through 
hiring it out for recordings and 
freelance work. Most of its con- 
certs are still broadcast, but U 
also plays for the Wexford Festi- 
val and for the short opera sea- 
sons which Opera Ireland mounts 
in Dublin. His ambition is to 
develop opera in Ireland - an art- 
form with more audience poten- 
tial than classical music but woe- 
fully provided at the moment 

The chances of Dublin having 
its proposed opera house within 
the next decade seem remote, but 
MacCabe is a fan of arena-opera 
and is quite happy for the NSO to 
play with Opera Ireland, and vis- 
iting companies, at the Point, the 
6,000-sea ter stadium on the edge 
of Dublin. 

This passion for opera could 
have happy consequences. 
Almost by chance, in the second 
half of the 19th century, popular 
British opera was dominated by 
Irish composers, notably Joyce 
and Balfe, whose works like Mar- 
iiana and The Bohemian Girl, 
along with Benedict's IMy of KQ- 
lamey, were the bits of the age. 
The NSO is well placed to revive 
this repertoire in performance - 
it has already recorded Montana 
for Naxos - and indeed is doing 
so later this year. 

For its London programme an 
February 18 it is playing safe, 
with one eye an the fickle box 
office - offering Stravinsky’s 
flamboyant Firebird and RaveL It 
is a great gamble taking on the 
Festival Hall but, judging by its 
recent work, the NSO'a playing 
should prove more than a novelty 
to London's discerning but 
satiated orchestral audience. 
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installations and sculptural pieces 
examined the female body and its 
perception as both a passive 
victim of crime and violation and 
as a sacred myth. Given the 
ephemeral nature of much of 
Mendieta's work, the exhibition 
largely consists of film and 
photographic material, although 
three of her installations have 
been recreated; to Mar 30 


Simonov and trumpeter Ole 
Edvard Antomen perform works 
by Bach, Hummel,- Haydn and 
Schubert; 8pm; Feb 4 


CHICAGO 
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AMSTERDAM 
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CONCERT 

. Conoertgebouw Tel; 

■:« -w 31-20-6718345 

• Netherlands Phtlharmomscn 
£ Ortoest with conductor George 
Pehlivanian and pianist Peter 
Jabtonski perform works by 
Szymanowski, Rachmaninov, 
Paganini and Stravinsky; 8.15pm, 
.- Feb 5 


■ BERLIN 

OPERA 

Deutsche Oper Berlin Tel: 

49-30-3438401 

• Martha Oder Der Markt zu 
Richmond: by von Flotow. 
Conducted by Sebastian 
Lang- Lessing, performed by the 
Deutsche Oper Berlin. Soloists 
Include Amanda Halgrimson and 
Clemens Bteben 7.30pm; Feb 4, 7 


EXHIBITION 

Museum of Contemporary Art 
Tel: 1-312-280-2660 
• Ait In Chicago, 1945-1995: 
exhibition presenting a historical 
survey of the art made in Chicago 
in' the years 1945-1985. The 
exhibition features about 150 
works by 135 artists in all media 
and includes a display of 
documentary and archival 
information covering film and 
video, performance, audio and 
computer-assisted arts; to Mar 16 


Museum fur Kunst und 
Gewerbe Tel: 49-40-24862732 
• Von Jegficher Art und Kunst, 
StOcke in Gold und Silber 
Herzustelten: exhibition of the 
work of goldsmith Thomas 
Schfeede and his apprentices. 
Schleede Is one of the few 
remaining smiths still using 
traditional means of production; 
to Mar 2 


1-310-459-7611 
• The Eye of Sam Wagstafft 
exhibition paying tribute to the 

pioneering photography collector 
Sam Wagstaff, featuring a number 
of Items from his remarkable 
collection which forms a 
cornerstone of the museum's - 
holdings; to Apr 6 


of the Schubertiade; 8.30pm; 
Fob 4 


TURIN 


BREMEN 
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EXHIBITION 
Beurs van Berlage - 

:v“ tentoonsteffingen TeU 31-20-530 

4141 

. •: • Bakeiiet 2000 X: exhibitioni of 

2,000 bakelite objects from the 
collection of Frits B^htfocusing 
on the use and design oftho 
synthetic developed in 1930s . 

Belgium; to Feb 9 " 


EXHIBITION 

Neues Museum Weserburg Tel: 
49-421-598390 
• In vollkommener Fretheit 
. . . Painting for Themselves; Late 
Works: exhibition featuring late 
works by four artists; Picasso 
(who is represented with pieces 
dating from 1967-1972), Mirfr 
(pieces from -1973-78), Guston 
(1973-79) ahd De Kooning . 
(10Sl>88ktoFeb-7 


OPERA 

Civic Opera House & Civic 
Theatre Tet 1-312-332-2244 
• Turandot by Puccini. 
Conducted by Bruno Bartoletti, 
performed by the Lyric Opera of 
Chicago. Soloists include Gabriele 
Schnaut, Ben Heppner and Kallen 
Esperian; 7.30pm; Feb 4, 7 


FRANKFURT 


BARCELONA 


BRUSSELS 


EXHIBITION , . 

Fundactt Antoni T&ptes Tet. 

34-3-4870315 , 

• Ana MendieteL* retrospective ot 
work by the Cuban artist whose 


CONCERT 

Paiais des Beaux-Arts Tel: 

32-2-5078200 (Concerts) 

• Orchestra National de 
Belgique; with conductor Yuri 


CONCERT 

Alte Oper Tel: 49-69-1340400 
• The Sikffunk-Chor Stuttgart 
conducted by Dominique My 
perform works by Jorg 
BlrkenkStter, Beal Furrer, Michael 
Jamel and Wolfgang Rihm. Part of 
the Ensemble Modem series; 
8pm; Feb 4 


■ LONDON 

EXHIBITION 

National Portrait Gallery Tel: 
44-171-3060055 

• Ignatius Sancho (1729-1780): 
exhibition examining the 
remarkable life of Sancho, who 
was bom a slave yet died a 
weJHmown and respected figure 
in London's literary, artistic and 
musical circles. The exhibition 
nhsn places Sancho within the 
wider context of the black 
presence in the late 1800s; to 
May 11 

Royal Academy of Arts Tel: 
44-171-4397438 

• Denys Lasdun; this exhibition 
takes the form of a critical 
review of Denys Lasdun's 
distinctive contribution to the 
Modem Movement in British 
architecture. Examples from 
throughout Lasduns' career are 
featured and the exhibition aims 
to present architecture to a wider 
public in an innovative and 
dramatic way, from Feb 6 

to Mar 16 


■ NEW YORK 

EXHIBITION 

Museum of the City of New 
York Tel: 1-2 12-534-1672 
• The Streets and Beyond: New 
York Photographs, 1900-1960: 
exhibition featuring 70 recently 
acquired works chronicling 
street life in New York. 
Photographers indude 
Berenice Abbott, Robert 
Bracklow, Harold Feinstein, 
Rudolph Simmon and Hans Vogt; 
from Feb 5 to Jun 8 


OPERA 

T eatro Regio Tel: 39-11-66151 
• Boris Godunov: by 
Mussorgsky. Conducted by 
Dletfri'ed Beroet, performed by the 
Orchestra and Coro del Teatro 
Regio. Soloists include Anatofi 
Kotscherga, Claudia Nicole 
Bandera and Pierre Lefebvre; 
6.30pm; Feb 4, 7 


VIENNA 


OPERA 

Metropolitan Opera House Tel: 
1-212-362-8000 
• Cavalleria Rusticana: by 
Maseagrri. Conducted by Simone 
Young, performed by the 
Metropolitan Opera. Soloists 
include Barbara Dever, Kristi&i 
Jbhannsson, Diana Soviero and 
Johan Bohta. The programme 
also includes a performance of 
PagKacci by Leoncavallo; 8pm; 
Feb 5 


DANCE 

Wiener Staatsoper Tel: 
43-1-514442960 
• Romeo and Juliet: 
choreographed by Cranko to 
music by Prokofiev and 
performed by the Ballet of the 
Wiener Staatsoper; 7.30pm; Feb 
4, 7 


WASHINGTON 


JAZZ A BLUES 
Waiter Theatre Tel: 
1-202-783-4000 

• Ltocoln Center Jazz Orchestra: 
with Wynton Marsalis, Jon 
Hendricks and Cassandra Wilson 
perform Marsalis' "Blood on the 
Fields"; 7.30pm; Feb 5 


B HAMBURG 

EXHIBITION 


LOS ANGELES 


EXHIBITION 

The J. Paul Getty Museum Tel: 


■ PARIS 

CONCERT 

Theatre des Champs- Elysees 
Tel: 33-1 49 52 50 50 
• Alban Berg Quartet: perform 
works by Schubert. Part 


Listing compiled and supplied 
by ArtBase, The International 
Arts Database, Amsterdam, The 
Netherlands. 

Copyright 1997. All rights 
reserved. 

Tef: 31 20 664 6441. E-mail: 
artbaseepLftet 
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BBC for Europe can be 
received in western ■ 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 
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AND SATELLITE 
BUSINESS TV 
(Central European Time) 


MONDAY TO FRIDAY 
NBC/Super Channel 


07.00 

FT Business Morning 


10.00 

European Money Wheel 
Nonstop five coverage 
until 15.00 of European 
business and the 
financial markets 


17.30 

Finandai Times Business 
Tonighf 


CNBC; 


08.30 

Squawk Box 


10.00 

European Money Wfree/ 


18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


South Koreans feel their country is collapsing, says John Burton 


At boiling point 


Ms Lee Soo-mi toils 12 hours 
a day selling newspapers 
and hot cakes from a stand 
made of wood and corru- 
gated metal along one of 
Seoul's wain thoroughfares. 
Like other South Koreans. 
she feels bitter about the 
bankruptcy last week of the 
Hanbo steel and construc- 
tion group allegations 

that it bribed government 
nfflriah to gain almost $6bn 
(£3L7bn) in bank loans. “No 
matter bow bard I work or 
honest 1 am, I feel betrayed 
when something Eke Hanbo 
happens." she says. 

In the past month. South 
Korea has been overtaken by 
gloom as a result of the 
Hanbo collapse and wide- 
spread industrial strikes. 
The events have been partic- 
ularly painful, coming 
shortly after the country cel- 
ebrated its entry Into the 
Organisation for Economic 
Co-operation and Develop- 
ment - supposedly a sign 
that it had graduated to the 
league of advanced indus- 
trial nations. 

Now Sooth Korea is beset 
with problems that have 
dashed public expectations 
of economic and political 
progress. “It feels like the 
whole country is suddenly 
falling apart," says a Korean 
broker. 

Recent events are feeding 
public resentment ag ains t 
the government and big 
business. Despite being the 
main engines of rapid eco- 
nomic growth, the conglom- 
erates, or chaebols, have 
never been popular. Their 
rise is linked to their some- 
times corrupt collaboration 
with the former military dic- 
tatorship. The chaebols' eco- 
nomic dominance and easy 
access to capital have 
stunted the growth of small 
and medium-sized busi- 



nesses. 

The loan scandal involving 
Hanbo and its owner, Mr 
Chung Tai-soo. appears to 
confirm the public belief 
that little Va* changed under 
the present civilian adminis- 
tration. “For ordinary citi- 
zens, who have trouble bor- 
rowing a modest WonSm 
(£3,600) from ha nits - one- 
millionth of the insolvent 
firm's [Hanbo's] debt - 
Chung Tai-soo is almost a 


superstar." was the sarcastic 
comment of Mr Park Moo- 
jung, city editor of the Korea 
Times newspaper. 

Public frustration over the 
Hanbo affair is likely to 
increase, particularly if the 
government engages in a 
cover-up. Almost two-thirds 
of South Koreans believe 
that will happen, according 
to an opinion poll, because 
of allegations connecting the 
Hanbo group to senior ruling 
party officials and even to 
one of President Kim Young- 
sam's sons. 

The president's unpopular, 
lame-duck administration - 
Mr Kim is preoccupied with 
choosing a protege as his 
successor for the presiden- 
tial elections next December 
- appears unable to address 
the country's woes. Mr 
Kim's approval rating has 
fallen below 20 per cent, 
according to opinion polls. 

“He was good three or four 
years ago, but not now." 
says a middle-aged restau- 
rant manager, who believes 
Mr Kim’s early attempts at 
political reform have been 
undermined by an authori- 
tarian streak. 

A recent dispute over a 
controversial labour law 
crystallised public insecurity 
over the changes South 
Korea is encountering as it 
tries to open its protected 
economy. The inefficiencies 
of state-guided capitalism 


axe being exposed, while the 
country's Confucian social 
consensus has been frayed. 

The new law, designed to 
promote labour market flexi- 
bility, threatens a tradition 
of lifelong employment by 
making it easier to sack 
workers. It also represents 
the end of an almost feudal- 
ists arrangement under 
which workers are strongly 
loyal to their company in 
return for job security and 
generous benefits. 

Outside the world of work, 
there is no social security 
net. “To lose your job is to 
lose your life." says one 
union leader. 

“I no longer feel 1 belong 
to my company, because my 
future is now subject to the 
whims of my employer,” 
says Mr Park Il-chu, a car 
components worker. Last 
month he joined striking 
workers staging mass pro- 
tests in Seoul against the 
labour law. 

The anger over the la bom- 
law that erupted into violent 
street demonstrations 
reflects the Korean concept 
of kan - simmering resent- 
ment or frustration over 
unjust treatment. Koreans 
do not easily forgive slights 
to their personal or national 
pride and are not embar- 
rassed about giving vent to 
their feelings. 

They fear recent troubles 
may be symptomatic of a 
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Idea of restricting use of euro within its 
own zone surprising and unrealistic 


Hand-to-hand combat: workers raise their fists and shout anti-government slogans in Seoul 


retreat from recent economic 
and political gains. Workers 
complain they will soon 
have to accept worse job 
conditions, simnar to those 
endured 10 years ago when 
they laboured long hoars 
under tough management 
The government's decision 
in late December to force the 
labour law through in a 
secret dawn session of par- 
liament has raised public 
concerns that the transition 
from military dictatorship to 
democracy is faltering. “It 
proves that, whoever is the 
president we stiD live under 
an authoritarian system,” 
says one Seoul taxi driver. 

Few believe recent events 
will lead to the explosion of 
popular revolts that chal- 
lenged the government in 
1960. 1980 and 1987, bringing 
down two presidents. 
“Koreans are more mature 
and much richer than they 
were 10 years ago,” says a I 
foreign ministry officiaL 
“They want stability." I 
But others are not so san- j 

g ntn p, fearing a push tO a 

more market-oriented econ- 
omy could fuel disorder by 
widening the gap between 
class es. “Koreans are highly 
egalitarian,” says a manager 
with Hyundai, one of the 
nation's largest conglomer- 
ates. “We want to get rich 
together or poor together. 
Otherwise, we become 
deeply resentful.” 


From Mr TJ*. Sweeney. 

Sir, The European Mone- 
| tary Institute is obviously 
i right ("Lamfalussy sees risk 
in concessions an Target", 

January 28) to be vigilant in 
regard to any dcvefopmmxts 
that would undermine the 
operation of euro monetary 
policy, but it has yet to be 
shown why the unrestricted 
provision of intraday liquid- 
ity need have tins effect 
Hitherto the main argu- 
ment for restrictions on the 
provision of liquidity via 
toot" central banks has been 
that fUs could spm over into 

overnight liquidity and so 
risk compromising the mon- 
etary operations of the Euro- 
pean Central Bank. The way 


to step temporary spillovers 
would be to apply a penal 
rate of interest to them (this 
is common central banking 
practice). 

Your article argues differ- 
ently - that provision of 
un restri c te d intraday liquid- 
ity could undermine the 
operations of the ECB by 
allowing for greater use of 
the euro outside the euro 
zone. The implication is that 
use of the euro outside its 
own zone should be discour- 
aged. In today's global mar- 
ket environment the idea of 
erecting barriers around the 
euro area is surprising and 
surely unrealistic. 

If successful, the euro will 
be widely demanded outside 


the euro zone. The degree to 
which cross-border euro pay- 
ments are effected through 

Target as opposed to other 
payment methods is unlikely 
to have a significant effect 
nn the ttgtorual demand, 
which will be determined by 
the preferences of traders, 
investors and other eco- 
nomic agents. 

Limited experience with 
euro area monetary aggre- 
gates will be a complicating 
factor for the ECB in the 
early years of the single cur- 
rency. If is difficult to see 
how the question of Intraday 
liquidity is of any material 
significan ce for this issue. 

Decisions cm Target access 
should be on the bass 


of public policy consider- 
attorns. On prudential sys- 
temic grounds, unfettered 
access is desirable to allow 
for the reduction of settle- 
ment risk. While there is no 
historical precedent for a 
central bank providing intra- 
day credit beyond its mone- 
tary zone, the issue has to be 
viewed in context European 
monetary union is a unique 
event, as is the advent of a 
cross-border real time gross 
settlement fiacllily. 


T J*. Sweeney, 
director general, British 
Bankers’ Association, 
Pinners Trail, 

105-108 Old Broad Street, 
London EC2N 1EX, HE 
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Nato expansion risks hostile Russia I Not winners 


From Richard McCormack. 

Sir, With reference to Ian 
Davidson’s article “Danger- 
ous liaisons" (January 22), 
many national security 
experts to Washington, 
including former Senator 
Sam Nunn, have sharply 
questioned the wisdom of 
expanding Nato to the old 
Soviet frontier in present cir- 
cumstances. 

In his swan song, Mr And- 
rei Kozyrev, Cramer Russian 
foreign minister, declared 
that both be and his policies 
of co-operation with the west 
had been discredited by the 
American government's 
decision to press far the 
Nato expansion. 

Subsequently, under the 
hand of the old Soviet era 
hardliner, Mr Yevgeny Pri- 
makov, Russian foreign pol- 
icy has taken on a distinctly 
law accommodating tone. A 
weapons technology transfer 
and arms sales policy to 


China has been organised as 
part of an announced strate- 
gic partnership. Submarines 
far Gtdf use have been sold 
to Iran. Arms reductions 
treaties have been stalled in 
the Duma, amid a barrage of 
harsh rhetoric. 

Were Russia today actively 
threatening fanner Warsaw 
pact members, an expansion 
of Nato membership would 
be appropriate. Today, such 
policies only serve as a 
Hiiimh in the eye of Russian 
nationalists, and a potential 
long-term security concern 
to Russia's military. As 
recently as the 1320s. Polish 
armies were operating inside 
the former Soviet Union, and 
Hitler’s invasion is a fresh 
memory to many. 

Statsnents from Nato dis- 
avowing hostile intent are as 
credible to many Russians as 
similar statements from 
Moscow would have been 
bad the cold war ended dif- 


ferently, and Mexico were 
being offered Warsaw pact 
membership. 

To go beyond the Partners 
for Peace programme only 
makes more likely a self- 
fulfilling prophecy of a hos- 
tile Russia, and reduces the 
odds that Belarus and 
Ukraine will have the time 
they need to develop their 
own independent institu- 
tions before being pressed to 
join a Russian-centred mili- 
tary alliance, as part of a 
new division of Europe. 

Such foolishness will be 
given dose scrutiny in the 
US Senate before any two- 
thirds ratification. Other 
options for eastern Europe 
should be considered. 


and losers 


Richard McCormack, 
under secretary of state 
1989-1991, 

818 Connecticut Avenue 
NW, Suite 800, 
Washington, DC 20006, US 


Markets discounting ‘narrow’ emu 


From Mr BUI Smyth. 

Sir, David Marsh’s premise 
(Personal View, January 29) 
that the markets have "little 
doubt” that a broad-based 
Emu will start in January 
1999 seems incorrect. In feet, 
what the bond markets seem 
to be discounting is “nar- 
row” Emu in 1999 with entry 
later - say 2002 - for Italy, 
Spain and Sweden. 

A crude calculation with 


the example of Italy can 
illustrate this, ff it joins 
Emu in 2002. the bond 
spread should be reduced to 
a credit spread of at most, 
say, 50bp. In the five years to 
2002 investors need to be 
compensated for the cur- 
rency risk of the lira versus 
the D-Mark (Le. the inflation 
differential), which could be 
assumed to be 200bp. For an 
investor in a 10-year bond 


the “fair value” spread now 
is (crudely) the average of 
these two. 125bp, not far 
from the current level 
There may be a “slowdown 
of the Emu bandwagon” but 
current bond market valua- 
tions do not reflect a firm 
expectation of broad Emu. 


From Dr Lima Markoczy. 

Sir, In John Mender’s 
essay on why eastern Euro- 
peans so easily fall victim to 
pyramid schemes (“Pyramid 
power”, January 28) one 
very important factor was 
left ooL Many eastern Euro- 
peans appear to believe that 
normal business transact 
lions are zero-sum. games. 
That is, they believe that the 
only way to win in any deal 
. is if someone else loses. 

Until they come to reafise 
that a normal transaction on 
a functioning market is to 
the benefit of all parties, 
they will not have the foods 
to see the essential differ- 
ence between legitimate 
investments and pyramid 
schemes. People who have 
been more isolated from the 
functioning of markets are 
more vulnerable; so it is no 
surprise the worst instances 
have occurred in Albania, 
Romania Russia. 

I remain optimistic that 
people win quickly come to 
understand that business 
deals are not zero-sum, and 
that these incidents - addle 
tragic far those hart by them 
- will do no long-term dam- 
age and will quickly fade 
into memory. 


BID Smyth, 

78 Wendell Road, 
London W12 9RS, UK 


XJvia Markoczy, 
senior research fellow, 
Cranfield School of 
Management, 
Cranfield, 

Beds MK43 OSS, UK 


Inward investment threat if UK outside single currency 


From Mr Rhodri Morgan 
MP. 

Sir, The remarks of Mr 
Okuda, the president of 
Toyota (Toyota chief in 
warning on Emu", January 
30) that the company would 
not be likely to invest fur- 
ther in the UK if it was out- 
side the single currency, 
raises the spectre of Britain 
again becoming industrially 
mar ginalise d. The UK share 
of investment in Europe by 
non-European investors 
searching for the right gate- 
way to Europe could drop 
again to the level suffered 


between 1958 and 1973. 

Apart from those 15 years 
when the Common Market 
was in being, and the UK 
was outside it, the UK has 
consistently, since the sec- 
ond world war, received 40 
per cent of non-European 
investment Into Europe. 
This has applied whichever 
government is in power. It 
has also applied when there 
was no Common Market at 
all - 1946 to 1958. The rea- 
sons the UK is so favoured 
are complex and relate to 
English being the interna- 
tional language of business. 


expectation of fair treatment 
by regulatory agencies, gen- 
erous grants to go to assisted 
areas and so forth. 

Between 1958 and 1973, 
when there was a Common 
Market, but Britain wasn’t 
in it. that 40 per cent share 
dropped to 15 per cent The 
$64bn question for everyone 
in Britain, and especially 
those who live in the 
assisted areas, is whether 
such a drop could happen 
again, if a single currency is 
formed and Britain is out- 
side it 

If a wideswathe of Far 


Eastern or North American 
big industrial companies 
develop the same perception 
of the European single mar- 
ket as Mr Okuda, that is the 
possibility we face. That fee- 
tor will have to be upper- 
most in the minds of every- 
one involved in making the 
decision on whether Britain 
joins the single currency 
early, late or not at all 


Rhodri Morgan, 

Labour front bench spokes- 
man on Welsh affairs, 
House o f Com mons, 
London SW1A 0AA, UK 


Management • Emiko Terazono 


The local connection 


Japanese banks 
are hiring more 
foreigners in an 
effort to expand 
their business 


Japanese banks have been 
used to r unning their foreign 
operations from Tokyo and 
have been slower than their 
counterparts in manufactur- 
ing to cede control to local 
staff. 

One reason for this is that, 
until recently, the banks’ 
international operations 
largely consisted of follow- 
ing their Japanese clients 
overseas, rather than provid- 
ing banking services to local 
customers. 

| Now they are under pres- 
sure to undertake more local 
recruitment. The motivation 
for many is to ent costs, 
rather than to improve inter- 
national perspective. Expen- 
sive expatriates are being 
sent home and replaced with 
non-Japanese staff and man- 
agers. 

But the strategy is creat- 
ing tensions within some 
organisations. As many deci- 
sions are still made In 
Tokyo, the language and cul- 
tural barriers have been 
bard to break for non- 
Japanese. 

Japanese institutions still 
emphasise consensus. Nema- 
washi , the behind-the-scenes 


sounding out of issues, and 
ringi, the official consensus- 
building process usually 
accomplished through inter- 
nal memos in Japanese, are 
still important. Managers 
who do not speak Japanese 
have little means of commu- 
nicating with counterparts 
in Tokyo and have been left 
out of the decision-making 
process. 

While this is frustrating 
for non-Japanese managers. 
Japanese staff have also 
found the situation stressful. 
“We end up taking on those 
deals and work which belong 
to other managers,'' says one 
middle manager at a b ank in 
the City of London. 

These Japanese expatri- 
ates feel squeezed between 


As many 
decisions are 


still made in 
Tokyo, the 
language and 
cultural barriers 
have been hard 
to break for 
non-Japanese 


Tokyo and the non-Japanese 
staff. “The branch manager 
may be pleased with what 
superficially looks like local- 
isation, but the inefficiencies 
have grown,” says the man- 
ager. 

Some Japanese b anks in 
the City are now trying to 
remove the language barrier 
by circulating ringi memos 
in English. Mr Yutaka Kita- 
mura at Sanwa Bank's Lon- 
don branch says the propor- 
tion of paperwork in English 
has increased greatly. A few 
banks are trying to take the 
process further forward. 

“We want to compete 
against other European 
banks and for that we need 
local specialists,” says Mr 
Sh uni chi Okuyama, manag- 
ing director of Sumitomo 
Bank in London. The bank's 
financial products and loan 
divisions are staffed by non- 
Japanese officials. 

The bank also surprised 
other Japanese institutions 
by transferring a team of UK 
managers to Hong Kong 
three years ago. It was the 
first time a Japanese institu- 
tion had moved a non-Asian 
manager to the region. 

For local empowerment 
really to take effect, how- 
ever, regional decision- 
making bodies need to be set 
up outside Tokyo. Divisions 
overseeing loans, budgets, 
strategy and auditing that 
can be shitted out of head 


office should be, says Mr 
Okuyama. In the US Sumi- 
tomo has an American head 
office making business deri- 
sions in the region. 

Fuji Bank, too. Is hying to 
accelerate local oontrdL The 
bank is working cm an inter- 
national personnel system 
wtth a fUH benefit and pen- 
sions scheme for non-'. 
Japanese staff 

With Japanese clients n cm 
accounting for just a fifth of 
all business - down from 40 
per cent or 60 per cent a 
decade ago - Fuji must 
become a truly European 
bank, says Mr Akk> Tbkett- 
chi, general manager of Fuji 
in London. TO do so, it most 
keep qualified specialists 
who demand high salaries-' 
and are wooed from other 
institutions. Tea- us, localis- 
ation is no longer a cheap 
alternative.” . 

In spite of all their efforts, 
Japanese banks axe a long 
way behind their US and 
European counterparts, say 
Japanese banking executives 
in the City. 

As one London-based Japs- 
nese banker says; “We see 
European hanks which have 
their eyes set on the world 
bringing in international 
executives as board .mem- 
bers and changing their 
internal nffirfaT language to 
English. This is something 
bank executives in Tokyo do 
not seem to reahse.*- 
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Drive to plug the gap 


Giving credit 
to the poor 


Though Europe appears to be lagging behind in information 
technology, this may be about to change, says Nicholas Denton 


M r Andy Grove. 

the ever- anxious 
chief executive 
of chipmaker 
Intel and author 
| of Only the Paranoid Survive, is 
now worrying on behalf of 
Europe. In a speech today at the 
World Economic Forum at Davos, 
Switzerland, he will warn that 
European companies risk losing 
competitiveness because they arc 
un enthusiastic about information 
technology. 

“My biggest concern for Europe 
Is that its companies operate like 
oldllne US companies did 10 
years ago." says the man behind 
the world's dominant manufac- 
turer of the semiconductor chips 
at the heart of computers. 

Crucially. Mr Grove claims, the 
Europeans lag behind in adopting 
Internet applications such as 
electronic mail. "These applica- 
tions let you react in minutes 
and hours instead of days. In that 
sense, Europe is way behind.” 
There may be an element of 
self-interest in Mr Grove’s con- 
cern: Europe has been slower 
than the US to buy Intel’s newest 
Pentium chips. But complaints 
over Europe's slow IT growth 
have been voiced by other large 
companies, including Computer 
Associates, the software com- 
pany, and International Business 
Machines, the world's largest 
computer maker. Europe's IT pro- 
ducers appear to lag behind as 
much as consumers: a report 
presented to the European Union 
Council of Ministers this week- 
end has warned of a "disturbing" 
competitiveness gap between 
Europe's IT industry and that of 
the US and Japan. 

However, while Europe has 
undoubtedly trailed the US in the 
use and production of informa- 
tion technology, there are signs 
that it is beginning to catch up. 
In sectors such as financial ser- 
vices, large companies are put- 
ting their computer systems at 
the heart of their businesses. And 
for European developers of IT 
hardware and software, condi- 
tions are improving in three cru- 
cial respects: better access to 
funding, a reduction in barriers 
to marketing, and the emergence 
of a new entrepreneurial culture. 

The raw statistics certainly 
seem to back Mr Grove's case. 
Sales of personal computers in 
Europe have slipped for the first 
time below those to the Asia- 
Pacific, according to WC, the 
market research company. 

European sales, which, grew 
only 5 per cent last year accord- 
ing to IDC. appear to be faltering, 
even though the proportion of 
households with a PC is still only 
half the US level of 40 per cent 
The US has four times the num- 
ber of households online as 
Europe, and will still have more 
than twice as many in 2000 if 
present trends continue. 

Meanwhile, Olivetti of Italy, 
Europe's last mass producer of 
PCs, sold off that business last 
month. Software developers and 
other IT companies in Israel 
attracted more finance last year 
through initial share offerings 
than their counterparts in coun- 
tries such as France or the UK 
with 10 times the population. 

Siemens Nixdorf of Germany 
believes low IT spending reflects 
Europe’s over-regulated labour 
market, which mnk ng it difficult 
to shed staff. "Europe is still 
much more reluctant to substi- 
tute technology for labour and in 
that sense is behind the US." 


The Microcredit S ummi t ^mi^ 
began in Washington yesterday 
draws attention to a 1990s rar- 
ity: a development programme 
which everyone likes. Even the 
harshest critics of aid find it 
difficult to Object to making 
credit and saving facilities 
available to the world's poorest. 
And rightly so: experience 
worldwide has shown that 
micro-finance institutions can 
help many along the road out of 
poverty - especially women. 

Private financial markets fail 
when it comes to the very poor, 
in rich countries as well as poor 
ones. The United Nations reck- 
ons that a mere 0.2 per cent of 
global commercial lending goes 
to the poorest fifth of the popu- 
lation. Banks do not seek out 
poor villages or districts 
because that is not, to coin a 
phrase, where the money is. But 
deprive poor people of the 
chance to lend or save even 
modest amounts and they are a 
lot more likely to stay that way. 

Enter micro-finance and a 
rare opportunity for belea- 
guered defenders of develop- 
ment assistance to trumpet suc- 
cess. From southern Rangiari«xh 
to Chicago's south-side, many 
micro-finance projects have 
filled the gap, fuelling "micro- 
entrepreneurship" and - as 
important - helping their cli- 
ents reach a basic level of eco- 
nomic security. 

A draft summit declaration 
calls for a massive injection of 
funds into micro-finance pro- 
jects, which usually have to be 
subsidised for at least five years 
before they have a hope of 
becoming self-sufficient. The 
goal is to reach 100m of the 
world's poorest famili es by 2005, 
up from 8m today. The sum- 


mit's organisers estimate this 
will require $2l.6bn, of which 
around a thir d would be from 
official sources. 

Does this make sense? The 
answer is probably no. Seeking 
to learn from micro-finance suc- 
cess stories and to build on 
them is one thing. Diverting a 
large chunk of the scarce 
resources available for anti- 
poverty programmes into local 
projects that lack the capacity 
to absorb them quite another. 

Most fans of micro-finance 
would agree there is little point 
in funding projects without 
looking carefully at the commu- 
nity’s ability to exploit them. 
Equally, few would argue that i 
money ought to be diverted 
from other, just as important. 1 
prerequisites such as baric edu- 
cation and healthcare. There is 
a danger, however, that donors 
will forget these caveats in the 
rush to support the fashionable 
development success of the day. 

lhe value of the summit must 
not be judged by dollars and 
cents. It will have been a suc- 
cess if the official and non- 
governmental organisations rep- 
resented come out better 
informed about the benefits and 
potential pitfalls of micro- 
finance, and keener to collabo- 
rate on getting it right. But the 
participants should also be 
using the welcome popularity of 
micro-finance to focus attention 
where it ought to be - on why 
such a large share of develop- 
ment assistance Is not reaching 
the poor. On average, 35,000 
children under the age of five 
die every day from malnutri- 
tion. Part of the solution to this 
horror will be micro-finance. 
But rise who would be a suc- 
cessful borrower must first live. 


Helping Algeria 


Mr Piero Fassino, Italy's deputy 
foreign minister, seems to have 
embarrassed his superiors with 
bis call last week for a Euro- 
pean Union peace initiative in . 
Algeria. Mr Lamberto Dial, for- 
eign minister, quickly explained 
that Italy had "no intention of 
proposing a mediation” between 
Algerian parties, It transpires, 
moreover, that Mr Dim’s meet- 
ing with his French and Span- 
ish colleagues, at which he bad 
been expected to present the 
Italian initiative, will not be 
held today, as reported, but 
later in the month. 

Yet Mr Fassino’s statement 
reflected more than a passing 
personal thought. In Italy, 
France and Spain, officials 
watch developments in Algeria 
with ever greater anxiety. It 
seems less and less likely that 
president Liamine Zeroual can 
end the violence by a purely 
repressive strategy. To isolate 
the terrorists of the Armed 
Islamic Group (GIA). be must 
open a dialogue with more mod- 
erate opposition forces, includ- 
ing the Islamic Salvation Front 
(FIS) which won the first round 
of the aborted 1991 election. 

Governments are reluctant to 
say this publicly, for fear of 
ba nning relations with a coun- 
try where they have a big com- 
mercial stake. But last week 
senior French politicians out- 


side government broke ranks. 
Mr Lionel Jospin, the Socialist 
leader, said France should not 
"remain silent; nor give the 
.impression that it Is an uncon- 
ditional supporter of the Alge- 1 
rian regime". Mr Valfiry Giscard 
d’Estaing. former president, 
suggested that all parties that . 
took part in the 1991 elections , 
should be allowed to compete in 
those planned this summer. 

Hie scope for governments to 
use economic aid as a lever is 
limited, since the banks res- 
cheduled Algeria’s foreign debt 
in 1994 after heavy lobbying by 
the French government. Rising 
energy prices have filled the cof- 
fers of the state and the pockets 
of its ruling class, while the 
mass of the population sinks 
further into misery and terror. 

But past mistakes cannot 
excuse present Inaction. Euro- 
pean governments should tell 
Mr Zeroual that his elections 
must be preceded by free 
debate, monitored by interna- 
tional observers. The EU must 
also be prepared to enforce the 
human rights and democracy 
clause in the new partnership 
agreement it is about to negoti- 
ate with Algeria. Europe could 
thus show itself on the side of 
the many innocent Algerians 
caught in the crossfire between 
state terror and that of the 
Islamic f undamentalis ts. 
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Americas. 

42% 


Pacific 

18% 


says Mr Robert Gogel. a board 
member. 

Such unflattering comparisons 
miss revealing detail - as can be 
seen from thi» financial -sendees 
industry. US companies such as 
Charles Schwab, the stockbroker, 
and Wells Fargo, the retail bank, 
have taken a lead in their fields 
by giving customers access to 
accounts over the Internet But 
some European groups are at the 
forefront in other technologies. 

Halifax Building Society, the 
UK mortgage lender, uses neural 
network technology which mim- 
ics the action of the brain to 
judge the profitability of individ- 
ual lending decisions. Direct 
Line, the UK direct-selling 
insurer, uses advanced database 
marketing software to pinpoint 
potential customers and identify 
ones that might be about to 
defect. And even the higb-tech 
Wells Fargo has visited Lloyds- 
TSB, the largest UK retail bank, 
to learn from its modernisation 
of old mainfr ame systems. 

Europe has also produced some 
exceptional IT companies. Soft- 
ware developed by SAP of Ger- 
many is used by most of the 
world’s largest oil. chemicals and 
pharmaceuticals companies for 
functions such as the control of 


stock. The smartcard technology 
developed by Mondex. the UK 
venture developing an electronic 
equivalent to cash, was suffi- 
dently -advanced for Mastercard 
to buy into the consortium. And 
mobile telephony has produced 
world-class equipment manufac- 
turers in Nokia of Finland and 
Ericsson of Sweden. 

Indeed, there are signs that 
successes such as these are mak- 
ing it easier for European IT com- 
panies to raise venture capital - 
a perennial problem in the past 
In the US, venture capital firms 
financed the explosion of IT com- 
panies in places such as Silicon 
Valley - investing Sl.Sbn last 
year in California alone. 

The venture capital industry in 
the UK, which represents about 
half of European venture invest- 
ment, invests a similar propor- 
tion of gross domestic product to 
its US equivalent - about Oil per 
cent a year. But just 40 per cent 
of the UK finance went into higb- 
tech companies in 1995 compared 
with 78 per cent in the US. 

Mr Hermann Hauser, who has 
founded or backed about 20 start- 
ups in the UK. explains how diffi- 
cult it was to raise finance for 
one venture: “The recommenda- 
tion of UK venture capitalists 


was to go to the US and find US 
investors alongside whom they 
would be prepared to invest" 

In fact, the US venture capital- 
ists have already begun to arrive- 
in Europe - attracted by the suc- 
cess of investments such as that 
in 1993 by General Atlantic Part- 
ners in Baan, a Dutch business 
that develops software used by 
companies such as Boeing and 
Hitachi to control stock and proj- 
ect sales. Baan's market capitalis- 
ation has since risen 30-fold. 

Venture capital firms such as 
Advent, Warburg Pincus. New 
Enterprise Associates and Oak 
Investment Partners have 
brought not just money but also 
the networking skills that have 
helped small start-ups in the US 
find managers, publicity and cus- 
tomers. And several west coast 
investment banks such as 
Robertson Stephens arrived in 
1996 offering to take European IT 
companies to Nasdaq, New 
York’s exchange for growing 
businesses, where Baan and Das- 
sault Syst&mes of France are 
already listed. 

“Obviously we did not move 
here for the weather." says Mr 
Josh Rafner, head of investment 
banking for Hambrecht & Quist 
“There were more and better 


Wrong line Passport 


• OB SERVER 


Once there was a ruler, more 
kindly than wise, who said: “All 
subjects need air, water and the 
fruits of the earth. Air is free 
and water is plentiful. Therefore 
1 decree that food also shall be 
given without charge to each 
according to his need." 

Despite the wild rejoicing 
which greeted this announce- 
ment. the ruler soon became 
unpopular - as any economist 
would predict When the cash 
tills were removed, the shops 
became empty. Sullen queues 
formed before dawn to catch 
deliveries, and those at the 
front of the line carried away 
far more than they needed, 
because tomorrow they might 
go empty away. 

Described in such terms, the 
perils of zero marginal pricing 
appear trivially obvious. How- 
ever. the moral seems to have 
escaped many providers of 
Internet services and many U5 
telephone companies. 

America Online, the largest 
Internet service provider, Is now 
threatened with a series of law- 
suits from customers discon- 
tented over what they are get- 
ting in return for their flat-rate 
subscription- They thought they 
had been oSfered access to the 
Internet at a marginal cost per 
minute of zero, only to find 
everybody else jamming the 
lines. 


The problem. is compounded 
by the fact that US regional 
telephone companies offer free 
local calls. So for a fixed annual 
fee users can surf the net for as 
long as they like. Predictably, 
many use the service for much 
longer than they need, even 
leaving their computers con- 
nected continuously to avoid 
losing their place to the .next < 
person in the queue. 

This mess has occurred i 
because voice lines and high-ca- 1 
parity long-distance connections I 
are being used for purposes far 
removed from what was envis- 
aged when their tariff struc- 
tures were established. America 
Online is not entirely to blame 
for trying to exploit an Irratio- 
nal pricing structure, although 
its marketing may have been 
too aggressive. 

The remedy must lie, rather, 
with the telephone companies 
and their regulators. Since the 
Internet is here to stay, local 
call pricing must take account 
of the new technology. Free 
calls may once have had a popu- 
list appeal for local politicians. 
Those days are - or should be - 
over. Long-distance carriers also 
need to be able to charge prices 
which reflect the cost of devel- 
oping new lanefl on the informa- 
tion superhighway. If they do 
not, there is a risk that every- 
one will be jostled off the road. 


to Paris 


■ France is dangerously close to 
- scoring ah own-goal in the 
bufld-up to next year’s football 
World Cup. In ite haste to build 
a.hpge new; stsdlip. firthe 
Parisian 'suburbs, the authorities 
'seem to have got themselves 
into a tangle over alHmpdrtant 


■■‘A tricky piece of legislation 
called the hri Som has for 
saveralyearaoutlawed'' 
advertising of alcohol and 
tobacco om French television 
; stations. Good news for the 
health lobby * but not for the 
; US brewer Budweiser, a le ading 
sponsor of the 1998 • 

champtonship. Not areFrencb 
TV channels happy they might 
be unable to show the games. 

So what on earth can be done, 
short ctf breaking thelaw? 

Maybe France wfll turn to 
technology developed by its own 
Lagadfere group, which can 
electronically remove any 
inappropriate advertising 
- bpawtingg from telerislon . 
broadcasts. Bui another 
possfbfltty - whidi Budweiser \ 
would no doubt find much more • 
to its taste -^ confronting 
high-raoitfdg French officials. 

: Ohe innovative proposal would 
sim p l y iqake the stadium 
rextrfrteiritoriale" far the 
duratibn-qf title championship*. 


temporarily creating nothing 
less than an independent state, 
little larger than a football pitch 
and totally exempt from the 
strictures of French law. . 

Naturally, Observer sought an 
official comment from the 
'French ministry of sport on such 
a fanciful suggestion. After 
much hesitation, the ministry 
will only say that the matter is 
extremely delicate and that no 
firm decisions have beezt taken. 

Quite sa After all, declaring 
independent the huge stadium 
which was formally named the 
Stock de France is not something 
to be lightly undertaken. 


drug smuggling, says the drug 
tests are a must His justice 
secretary has rejected 
accusations by local trade 
unionists that the move violates 
Puerto Rican constitutional 
rights and creates a dangerous 
precedent, allowing the 
government to erode rfvfl 
liberties in the name of 
crime-busting. 

Puerto Rico's murder rate is 
second only to Washington’s, 
says an impatient government 
Maybe this will improve if the 

drug- testing goes through - 

though plenty of ex-bureaucrats 
could be left harbouring 
murderous thoughts. 


It seems that Italians - for. . 
whom the smell of buming tyrp ' 
rubber is akin to an aphrodisiac 
- get through their treads 
almost one-third faster thaw 
pottering Mr and Mrs Pooter.. 

The Brits also keep right on to 
the end of the road long after the 
French are forced to re-tyre their 
turbo-powered Baguettes and the 
Germans their six-cylinder 
Bayerischen Bratwuxsts. All of : 
which is good news for the 
parsimonious Poolers - though ■„ 
it's bound to leave Micbelin man 
a little deflated. 


Positive move 


■ Civil servants in Puerto Rico 
who want to keep their jobs will 
soon have to line up outside 
clinics for mandatory drug tests. 
Those who test positive will be 
shown the door. 

- The move is part of ; 
government efforts to reduce the 
high drug-related murder rate in 
the US Caribbean possessor!, 
which is a favourite conduit for 
Latin American narcotics 
smugglers. Although Puerto . 
Rico is. part of the US customs 
jurisdiction, there are no routine 
chpftUg on cargo between the 
is lan d and the US ma i nland. 

So Pedro Rossello. Puerto 
Rico’s governor, who was 
re-elected last month on a 
platform to combat crime and 


No skidding 


■ So it's true. No self-respecting 
Italian motorist takes a bend on 
four wheels and too many 
British drivers still use their 
vehicles as though there’s a man 
with a red flag in front of them. 

Proof of the old, national 
stereotypes on driving behaviour 
has finally arrived in the form of 
some indiscreet yet fascinating 
insights from Mlchelin, the 
French tyre group. The normally 
secretive company has just let 
slip, during a rare visit by 
journalists to its tyre-testing 
facility in southern Spain, that 
British drivers get through their 
tyres at a much slower rale than 
most of their continental 
European counterparts. 


Party vote 

■ Having finished his business .. 
at the world economic forum in 
Davos, Malcolm Rifldnd, 

Britain's foreign secretary, "- 
yesterday popped into 
Liechtenstein; it was the first - . 
official visit by a senior British 
minister that most of the 27,000 
population can remember. 

Before anyone gets too flattered^ 
however, it seems the tmy 
principality offered a convenient 
stopp^ off point on the way ' •; 
back to Zurich airport, rather • =•? 
than a venue for talks on : - 
important affairs of state. As St J 
turns out, his arrival coincided 
with liechstenstein's general . ; 
election; one tip which tisfting , 
statesmen might like to pick up, 
his hosts had the good sense to ; 
combine the day witb ao. annual 
camivaL ■■ 


companies than we could ade- 
quately service from California. Z 
got tired commuting over Green- 
land." 

The creation of new European 
stock markets such as the Alter- 
native Investment Market in Lon- 
don and Easdaq, which is based 
in Brussels and modelled on Nas- 
daq, will make it easier for home- 
grown venture capitalists to sell 
their stakes and realise gains. 
And European fund managers 
are becoming more willing to 
Invest in local high-tech shares. 

One reason for earlier caution 
among European venture capital- 
ists over investments in high- 
tech companies was the low rate 
of return compared with finance 
for alternatives such as manage- 
ment buy-outs. In many cases, 
this low rate of return reflected 
thp diffi culties in selling in the 
fragmented European market 

"European bankers, far from 
being laggards, are just as smart 
as their US counterparts," says 
Mr Marcus Lovell-Smith, of 
Ramar. a European maker of 
chips which read electricity 
meters. "The issue is the sheer 
size of the US market" Ramar 
had to tailor its product to satisfy 
differing regulations in each 
European country; US competi- 
tors can address a huge home 
market with one standard 
product 


B ut the Internet is 
making it much 
easier to reach the 
scale of production 
that leads to ade- 
quate rates of return. By making 
it easier to distribute news and 
software, it is creating a seamless 
global market for many IT 
products. 

"What the Internet has solved 
is the problem of getting the 
products into the shop," says Mr 
Michael Lynch of Neurodynamics 
of the UK. His company develops 
"intelligent agent” software 
which can. for example, search 
for information on the Internet 
Opportunities such as these are 
changing the European IT busi- 
ness culture. Managers at large 
companies have previously been 
unwilling to risk their careers on 
a new start-up, while technolo- 
gists have been reluctant to give 
up control in exchange for expan- 
sion finance. 

But the power of example is 
- weakening these aversions, 
observes Warburg Pincus, the US 
venture capital firm. Europe now 
has at least one shining example 
of the rewards for being prepared 
to take risks, in Mr Jan Baan. 
The company’s success has 
allowed the Baan family to set up 
a charitable trust for the develop- 
ing world with a shareholding 
worth more than Slbn. That 
looks attractive, particularly 
when established companies such 
as Bull of France and Olivetti no 
longer look like secure work- 
places. 

Europe still has no cluster of 
high-technology companies that 
comes dose to Silicon Valley or 
even Israel. And a stockmarket 
reverse could easily bait the flow 
of US finance into the European 
IT ventures. 

But for the moment observers 
at US firms such as Hambrecht & 
Quist believe there are profits to 
be made to European IT invest- 
ment “We are seeing a resur- 
gence of European entrepreneuri- 
alism and good technical skills," 
says Mr Rafner. "and we are here 
to finance them. " 


100 years ago 


A Dubious Proposal 
New diamond mtnett of 
dazzling promise should .. 
usually be regarded with 
some suspicion, and when a. 
concern of the sort is not only 
represented as phenomenal;- . 
but advances by stealth, on . 
the attention ofa gufleless 
public, there is especial . 
reason for distrust If the . 
reports concerning the 
Inverell Diamond Fields of •’ 
New South Wales can be 
believed, the prop e rt y ia one ! 
of the wonders of the world. 
The De Beers Mmpahy Is 
content to makelaige profits ' 
on a yield of barely one carat 
per load; but four loads from 
these Inverell flSds have 
produced, ft is said; 154 
carats, ffthere were a- real 
prospect of the Company . 
achieving one quarter of what 
it is said it can do, the 
concern would be one to . 
proclaim from the house-tops. 
Recipients of the prospectus . 
should-leave the : sbaree in the. 
hands of- the promoters, ^: ' 


50yeareigoV 

Tang on y flra IMa m onds 

DariEs-Salaam, 2ndFeh! Ttie--;. 
espprt ^of diamonds from T 
Tanganyika to the firat IV 

months ofT946shows a .very 
.great increase rompared with: 
the same pejkxtof .l945. Tbe 
total was 112*576 carats • ' 
valued- at £928,000 compared , 
with 101,982 carats and/ * 
S523J544. 
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Pakistani exile campaigns 
by telephone from London 


THE LEX COLUMN 

Music goes pop 



By Khozem Merchant 

The rhetoric of Pakistani 
politics is raw at the best of 
times, so there is nothing 
immediately surprising in the 
recent harangues of Mr Altaf 
Hussain, the exiled leader of 
the Mohajir Quami Movement, 
against “extra-judicial killings 
of the Mohajir people". 

The difference is that he 
makes his impassioned elec- 
tion campaign speeches not 
from the stump hut by using a 
telephone at the movement’s 
headquarters in the London 
suburb of Edgware. 

In the past three weeks, Mr 
H ussain has been giving six or 
seven speeches a day - each 
up to three hours long - live 
on an international telephone 
line which carries his voice via 
giant loudspeakers to vast 
crowds in MQM strongholds. 

By most accounts, the effort, 
while expensive, is paying off. 
The MQM, which champions 
Urdu-speaking migrants from 
India, is likely to emerge as 
the third largest political party 
in today's national and provin- 
cial elections. 

The party Is forecast to win 
12 seats in Karachi, its home 
base, which it governed until 
the army stepped in three 
years ago, and two more In 
Sind province. 

A 14-seat result would give 
the MQM leverage that could 

German doubt 
on Emu start 

Continued from Page 1 

be harmonised, at the lower 
end of the range. This will be 
enormously deflationary. " 

But cost differentials 
between countries would 
re main, including longer holi- 
days and shorter work weeks. 
“From a political point of view, 
how will we be able to adjust 
our structures?" he asked. 

Mr Kenneth Clarke, UK 
finance minister, said this was 
at the heart of the debate: 
“The pressures to speed up 
structural change will be very 
strong indeed. Consumers may 
have to accept lower wages in 
line with lower prices." 

Open skies 

Continued from Page l 

to querying the BA- Am ur irian 
alliance, Brussels is pressing 
for the right to negotiate open 
skies agreements with the US 
on behalf of all EU member 
countries. 

The UK government believes 
that if it fails to reach agree- 
ment with Washington, pres- 
sure from the Commission to 
negotiate on behalf of member 
states will grow. 

Washington has concluded 
open skies agreements with 12 
European countries, including 
Germany, increasing pressure 
on the UK to do likewise. 



Sir ■ 
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Nawaz Sharif, leader of the Pakistan Muslim League party, 
greets supporte r s in Lahore as electron campaigning ended h™» 


lead to a place in a coalition 
government. 

Mr Hussain has lived near 
Edgware since fleeing Pakistan 
in June 1992 after receiving 
dozens of death threats, and it 
is by no m eans clear that he 
will return to Pakistan even if 
the MQM does welL 

Pakistani authorities say he 
has blood on his bands. His 
supporters say that with more 
than 100 charges to his name, 
from murder to sedition, he 
may yet end up with a noose 
round his neck. 


“The presence of thousands of 
people at our rallies Is evi- 
dence of the rejection of the 
charges against me," he says. 

He is slightly breathless 
after a rousing speech, deliv- 
ered in Urdu and English for 
the benefit of the international 
monitoring team, to a rally in 
Gulshan-e-lqbal. a wealthy 
Karachi suburb. 

Gulshan-e-lqbal is the last 
big speech of the day, before a 
final firebrand delivery to the 
slum colony of Qarangi, 
another MQM stronghold. He 


spits out the name of Benazir 
Bhutto as he reminds the vot- 
ers of the discredited former 
prime minister whose adminis- 
tration sent the army into 
Karachi. Thousands died in 
the subsequent violence which 
brought Karachi to its knees, 
crippling the civil administra- 
tion and business. 

“She granted gifts of land 
and promotion to the police 
who killed Mohajirs, but see 
how the gods have taken 
revenge - the same police 
murdered her brother." he 
cried, referring to last year's 
slaying of Murtaza Bhutto. 

Saturday was the final day 
of campaigning, though it was 
hardly apparent at Edgware 
HQ. About a dozen people, 
many exhausted after two 
weeks of campaigning com- 
bined with fasting during this 
month of Ramadan, quietly 
prepared for the last rallies. 

The chief MQM organiser in 
Edgware is Mr Mohammed 
Anwar, an accountant like his 
MQM colleague and business 
partner Mr Tariq Meer. Among 
the ranks of this unlikely ceil 
of activists is the wife of the 
chief executive of a bank. 

On a wall in the secretariat 
is a map of Karachi that IS 
labeled as the “City of Death". 
In this, as in previous polls, 
death is a campaign issue. 

Low turnout expected. Page 4 


Europe lags in technology 
race, warns EU report 


By John Griffiths 


Urgent political and economic 
action by all EU member coun- 
tries is needed to help 
Europe's information and com- 
munication technology (ICT) 
industries close a “disturbing" 
competitiveness gap with the 
US and Japan, according to a 
report prepared for the EU 
Council of Ministers. 

“Europe’s progress in clos- 
ing the gap Is slow or even 
non-existent," warns the 
report from consultants Booz- 
Allen & Hamilton and commis- 
sioned by the Dutch govern- 
ment, holder of the presidency 
of the Council of Ministers. 

Among its generally damn- 
ing conclusions, the report 
finds that Europe's share of 
traditional ICT mass-market 
products has stagnated. 

The ElTs growth rate In crit- 
ical, expanding sectors such as 
software is only one-fifth that 
of the US. and output of IT 
hardware and consumer elec- 
tronics is falling behind US 
and Asian competition. 

The report places much of 
the blame for this poor perfor- 
mance on major differences in 
the ICT-related policies of indi- 
vidual EU member countries. 
This resulted in a fragmented 
European IT and communlca- 


Urgent action 
needed to close 
gap with US 
and Japan 

tions framework, with diverg- 
ing technical standards, differ- 
ent national licensing rules for 
products and differing treat- 
ments of infrastructure. 

"In place of entrepreneurial 
initiative it is all too often reg- 
ulation and bureaucracy 
which dominate in Europe," 
said Mr Gerd Wittkeraper, 
Booz- Allen's head of world- 
wide communications, media 
and technology practice. Mr 
Wittkemper presented the 
report's main findings at an 
informal meeting of EU indus- 
try ministers in The Hague 
over the weekend. 

Even in the semi-conductor 
and passive components sec- 
tor, where Europe retained a 
relatively stable market share, 
its manufacturers had "slipped 
behind" in the amount of 
value they added, he said. 

The report bad a warning, 
too, over equipment for public 
Information networks - the 
only sector in which Europe is 
the world market leader. In 
critical new areas of the sec- 


tor, such as equipment for the 
information “superhighway", 
the US “seems to be taking the 
lead". The report calls for a 
series of policy initiatives, 
including: 

• Harmonisation of telecom- 
munications markets, with a 
regulatory body responsible 
for the entire ICT Industry and 
introduction of a common reg- 
ulatory framework in the long 
term. 

• Acceleration of the reform 
of standardisation procedures, 
with national organisations to 
be integrated into a common 
European approach for the 
entire ICT business. 

• The merging of currently 
sector-specific research and 
development programmes to 
cover the entire industry spec- 
trum. Under current circum- 
stances, "access to a large mar- 
ket under uniform conditions 
is significantly impeded if not 
altogether prevented", accord- 
ing to Mr Wittkemper. 

"One of the consequences is 
that Europe is wasting 
chances for job creation. The 
lack of a large European 
domestic market is counter- 
productive to successful entry 
into the key global markets of 
the future," he said. 

Drive to plug the gap, Page 19 


The Spice Girls permeated the UK 
airwaves over Christmas, but there 
has been little spice elsewhere In 
the music industry. Over the past 
five months, shares in the two 
listed European record companies, 
PolyGram and EMI. have sunk 
down the charts. Problems have 
been numerous. Sales growth in 
developed markets tailed off 
sharply, particularly in the US and 
Germany. In the US problems have 
been exacerbated by overstretched 
music retailers, which are trying to 
discount and destock tbeir way out 
of trouble. Compact discs are losing 
their premium pricing as the switch 
from records and tapes slows. And 
finally, the release pipeline has 
been uninspiring, with a few blg- 
budget la unch es getting a thumbs 
down from the consumer. 

Given the music industry's racy 
stock market ratings, the response 
has been inevitable. After all, Poly- 
Gram’s 199S profits will probably be 
lower than in 1994. Nonetheless, 
industry trends remain more posi- 
tive than the noise suggests. Six per 
cent compound annual growth 
looks achievable over the next 
decade, and emerging markets 
could add considerably to the run- 
ning rate for some companies. 

PolyGram 'a Hollywood ambitions 
and exposure to the sluggish classi- 
cal music market make it less 
attractive. But EMI should fere bet- 
ter. It trades on a similar multiple 
of enterprise value to cashflow, but 
has the advantages of limited US 
exposure, a strong publishing busi- 
ness, and no controlling share- 
holder. Consolidation was a signifi- 
cant factor in the industry's growth 
in the 1980s, and EMI is bound to 
participate if there is a second 
wave. 

The dollar 

Since bottoming in April 1995 the 
dollar has rallied strongly, with the 
new year only adding renewed 
vigour. But this needs to be kept in 
perspective. Back In 1970 the dollar 
bought you DM3.70, Y360 and 
SFr4.30. Even after the latest gains, 
the dollar today buys only about 
DM1.60, Y120 and SFrl.40. Still, 
there is increasing reason to believe 
this long-term structural decline is 
over, and that the strong currencies 
of the floating-rate era - the yen, 
D-Mark and Swiss franc - are 
experiencing more than a tempo- 
rary reversal. 

It is important, of course, not to 
be seduced into simply extrapolat- 
ing from the latest trend. The dollar 






is benefiting from a supportive 
cyclical environment. Economic 
growth in the US continues to out- 
strip that in Europe and Japan, 
while short and long term interest 
rate spreads favour the dollar. But 
these cyclical trends are underpin- 
ned by other factors pointing to a 
more durable change. One is under- 
lying economic performance. The 
other is the policy backdrop. 

For many years the dollar was 
laid low by a combination of indif- 
ferent politics and bad economics. 
Successive Treasury secretaries 
talked down the currency, as If they 
were indifferent to its value. The 
dollar was also dogged by large and 
ongoing twin deficits - budget and 
trade - which gave the impression 
of a country living well beyond its 
means. This has changed; the trade 
deficit has fallen, the budget deficit 
halved and the savings rate risen. 

The policy environment has also 
changed. US officials are now tire- 
less advocates erf a strong dollar. By 
contrast, Zurich. Tokyo and Frank- 
furt are systematically engaged in 
devaluing their currencies. This Is 
an extraordinary inversion of the 
past 20 years. But it is hardly sur- 
prising; exchange rate movements 
are, In the long run, barometers of 
economic performance. And while 
the US has eqjoyed sustained non- 
inflationary growth, and admirable 
job creation to boot, Germany has 
seen unemployment rise to over 4m, 
Switzerland has endured six years 
of no growth, and Japan is strug- 
gling to avoid deflationary collapse. 

In the short term, reversals are 
possible, even likely. The dollar 
could not survive a collapsing stock 
market unscathed, nor a concerted 
policy Initiative to arrest its appre- 
ciation. There are also long-term 
imponderables: the dollar’s reserve 
currency status may be diminish- 
ing, though this could be offset by 


savings rates in Europe and 
Japan; or by US pre-eminence in 
growth Industries. 

Whatever the answers, we are in 
a new phase. The certainties of the 
floating-rate era have dissolved and 
the dollar is revived. Of coarse, to 
be sure that the dollar’s recovery is 
durable, it will need to show rela- 
tive strength when the economic 
cycle turns. But given that Japan 
and Europe look likely to have a 
combination of fiscal rigour and 
monetary ease - a recipe for weak 
currencies - for a few years yet, a 
rViang a does not appear close at ; 

band. 

Index-linked bonds 

Last week’s introduction of infla- 
tion-linked bonds by the US Trea- 
sury was a great success as inves- 
tors snapped up the $7bn issue. But 
America’s first foray into index- 
linked bonds also poses two appar- 
ent puzzles - one on the conver- 
gence of real interrat rates and one 
on the relationship between US 
bonds and equities. 

According to academic theory, 
there should be a single global real 
interest rate once inflation and cur- 
rency risks are stripped out Since 
inflation and currency depreciation 
ought to balance out over the long 
term, index-linked yields should in 
theory be the same the world over. 
In practice, however, this is far 
from the truth. The new US bonds 
closed the week with a yield of 3JJ 
per cent. But index-linked gilts 
yield around 3.6 per cent; in Canada 
it Is 4^ per cent; while Australia, 
New Zealand and Sweden all hover 
around 5 per cent Part of the gap 
can be explained by the lack of 
liquidity in the smaller markets. 
But these are still big differentials. 
And it is hard to see why the UK, 
with over £40bn in issued index- 
linked stock, bhould see its bonds 
trading at a premium of 30 basis , 
points to a single $7bn Treasury 
issue. 

It Is also worth comparing index- 
linked yields to equity yields. In the 
UK, the real gilt yield has generally 
served as a floor for the yield an the 
FT All-Share Index, which is cur- 
rently also 3.6 per cent In the US, 
by contrast, the S&P dividend yield 
Is only 1.7 per cent Even adding In 
share buy-backs, which are more 
common in the US, does not bring 
the yield anywhere near the 3.3 per 
cent an the new Index-linked Trea- 
suries. By this benchmark, as by 
so many others, US equities look 
overvalued. 
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FT WEATHER GUIDE 


Europe today 

A frontal zone will cause cloud, rain 
and sleet from eastern Germany to 
southern France. North of the front, 
it will be mainly dry, except for 
Great Britain where a new 
disturbance from the Atlantic will 
produce heavy rain in the north. 
The south will be overcast. 

Spain and Italy will be mainly dry 
with sunny periods. The southern 
Mediterranean will be mostly dry, 
though Tunisia and northern Libya 
will have some showers. 

The Balkans will be sunny. Greece 
wifl have some doud. Southern 
Turkey will be sunny, but the north 
will have snow. 

Snow will also occur across the 
Ukraine and In Russia. 
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The Leading Edge in Asia-Pacific 


Th t>anmvinr*>faCTK*|ipc»nKia matter of mcmilaiUy. 

MBI Finance Limited 

( im x rp o r atrimthiCaunml&in&w&Ibnltedhiiliiltt y l 

US$219,000,000 

Zero Coupon Exchangeable Notes due 2001 

exchangeable into shares of 


Metrobank 

MfclHOfOUTAN BMK AND TRUST COMPANY 
(InLiwpumed In the KepubBcol the [^atlpffineauUh Smiled tiabSUy} 


Issue Price; 68.44 per cent. 
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“True creativity blooms 
when we dare to reject u common 
sense” and traditionally 
accepted scientific knowledge .** 

KAZUO IKAMOM. founder of Kyocera 

gffigJOEERB, 
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Bancomer 
income 
falls after 
accounting 
changes 

By Daiuef Dombey 
in Mexico Ctty 

The adoption of US 
accounting standards con- 
tributed to a 6s per cent 
drop in 1996 net income of 
Bancomer, Mexico's se cond - 
largest bank, to 170m pesos 
CS2l^m). 

Under the Generally 
Accepted Accounting Princi- 
ples, Bancomer increased 
past due loans from 9.4bn 
pesos to 22.2bn pesos, 18 per 
cent of its loan portfolio. 
Under the previous guide- 
tines, these would have 
risen to 10.7bn pesos. 

■ The figures do not include 
a. further L2.3bn pesos in 
past due mortgage loans 
recently sold to the govern- 
ment b; the bank. Over the 
past two years, Bancomer 
has sold S3tm of poor qual- 
ity loans to the government, 
roughly the same proportion 
of its portfolio as other 
banks. 

Bancomer has also 
increased its loan loss provi- 
sions. At the end of 1996. 
provisions stood at 57.5 per 
cent of the past due loans 
still on Bancomer’s books, 
compared with an official 
minimum of 45 per cent. 

“If they had not taken 
provisions from capital but 
marked it down as a loss, it 
would have put them into 
the red, 9 said Ms Laura Ber- 
deja, an analyst at San- 
tander Investment in Mexico 
City. “These banks knew 
tfcg t the market was 
demanding reserve coverage 
higher than the ’ statutory 
minimum. Now we are see- 
ing their asset quality under 
much more realistic guide- 
lines.” 

Continuing difficulties 
with loans and Mexico’s 
weak economy left Ban- 
comer unwilling to expand 
credit in 1996. The net inter- 
est margin fell to 6.13 per 
cent for the fourth quarter, 
compared with 6.33 per cent 
for the third quarter and 8 
per cent for a year before. 

“We continue to see their 
net interest margin under 
pressure,'’ said Ms Berdeja. 
“The only way the situation 
will improve is for them to 
try to improve their funding 
mix and get some more 
highly yielding loans.” 


Chicago exchange rethinks Liffe link 


By Laurie Morse In Chicago 
The Chicago Board of Trade, 

the world’s busiest futures 

exchange, is reconsidering 
its partnership with the Lon- 
don Internati onal Financial 
Futures and Options Ex- 
change, due to start on May 
9. 

“We are under a lot of 
pressure from electronic 
traders to revisit the T.iffe 
link.” said Mr Patrick Arbor, 
chairman of the CBOT. 

The link offers Liffe exclu- 
sive rights to trade the 
CBOT’s flagship US Trea- 


sury bond futures contract 
when the Chicago trading 
floor is closed. It would also 
allow dealing in Liffe’s bund 
futures on the CBOT's trad- 
ing floor after London hours. 

But some Chicago traders 
want the CBOT’s electronic 
trading system, known as 
Project A, to trade at the 
same time as Line’s US Trea- 
sury bond futures session. It 
could compete strongly for 
business with Liffe, pitting 
open outcry traders against 
computer traders. 

CBOT members are asking 
why Chicago contracts 


should shift each night to 
London's trading floor, when 
Project A reaches the same 
customers al lower costs. 

The current agreement 
between the CBOT and Liffe 
requires computer trading to 
be scaled back and then 
closed as the floor session 
develops. 

Mr Arbor said he had had 
informal talks with Mr Jack 
Wigglesworth. Liffe’s chair- 
man, and Mr Daniel Hod son, 
Liffe’s chief executive. He 
expects soon to make a for- 
mal proposal to Liffe to alter 
the linkage agreement. 


Mr Wigglesworth said he 
could not comment, as no 
proposal had yet been made. 
But he said Liffe was 
"always open to friendly dis- 
cussions with the CBOT”. 

Chicago traders are keen 
to keep Project A trading as 
long as possible each day 
because profits from it go 
directly into a corporation 
that pays dividends to mem- 
bers. while fees from floor 
trading go into general 
exchange coffers. 

Project A did not exist 
when the CBOT and Liffe 
signed a joint venture con- 


tract in 199L It took off last 
year as the exchange 
invested heavily in new soft- 
ware and systems that 
offered access to far more 
companies and individual 
traders. 

Its trading volume quadru- 
pled in 1996 and now aver- 
ages 17,000 contracts a night. 
The number of terminals in 
use has doubled and 50 well- 
capitalised independent trad- 
ers have signed on to the 
system, along with 62 bro- 
kerage bouses. 

By comparison. Liffe says 
it needs daily turnover of 


only 3,000 contracts to judge 
the joint venture a success. 

Liffe has long viewed the 
partnership with the CBOT 
as a means of boosting busi- 
ness at home and abroad at 
a time when European Mon- 
etary Union challenges its 
existing base of interest rate 
derivatives. 

Last week, France’s Matif 
exchange said it would pull 
out of Globex, the electronic 
system run by the Chicago 
Mercantile Exchange and 
Reuters, casting doubts over 
the future of the trading sys- 
tem. 


Wall Street’s 
banks fatten 
up for a fight 

Payrolls are expanding but 
higher costs may spell pain 


F lushed with last 
year's success, many 
Wall Street invest- 
ment h anks have just one 
goal - a bigger slice of the 
action in 1997. Lehman 
Brothers, Salomon Brothers 
and Goldman Sachs are just 
some of those planning to 
add staff for an onslaug ht on 
target areas. 

"This is shaping up to be 
the biggest season ever of 
musical chairs as firms, 
loaded with profits from 
1996. push to expand and 
upgrade operations glob- 
ally.” said Mr Scott Page, 
president of the capital mar- 
kets group of Solomon-Fage, 
an executive recruitment 
company^- •» 

The logic advanced by 
itijKT %al In i mutment hanks 
is impeccable: a shift into 
the dominant group of; say. 
equity underwriters can 
mean a leap in profits. 

However, all these banks, 
as well as foreign rivals 
which have been trying to 
improve their positions In 
New York, will be adding 
costs. Bnt no one expects the 
volume of business to 
increase much this year. 

^Some will succeed, but 
you will also see over- 
extension and excess invest 
ment," said Mr Jerry Ken- 
ney. executive vice-president 
in charge of corporate strat- 
egy at Merrill Lynch. “When 


people are making a lot of 
money, it’s easy to talk big.” 

Merrill plans to add about 
1,000 staff this year, though 
mainly outside the US. 

Trfmum Brothers is target- 
ting areas including junk 
bonds, syndicated lending 
and emerging markets. It 
expects several hundred 
recruits, according to Mr 
John Cecil, chfef administra- 
tive officer, though these 
will largely replace staff lost 
in last year’s exit from non- 
core businesses such as oil 
trading. 

Salomon plans to hire 
about 100 investment bank- 
ers, 80 in the US. “We have 
been very successful in M&A 
in the areas where we have 
coverage, bnt we need to 
grow our footprint ’’ said Mr 
Deryk Maugham chairman 
and chief executive officer. 

Goldman will also add up 
to 100 staff, in a quest for 
“greater reach and greater 
scope” in its core areas, says 
Mr Jon Corzine. chairman. 

While Deutsche Morgan 
Grenfell North America's big 
recruiting effort has ebbed 
slightly, it says it expects to 
hire 300-400 staff in the US 
alone this year, about half 
last year’s net total. 

But US investment banks 
are not only fighting off for- 
eign rivals, they also face 
growing competition from 
US commercial banks 



and insurance companies. 

While Merrill, I Chinan and 
Goldman are among the US 
investment banks building 
up businesses such as syndi- 
cated lending, traditionally 
the domain of the commer- 
cial banks, the likes of Chase 
Manhattan are moving into 
the securities business. 

“I think there is a sense of 
foreboding about . . . who 
will win out," said Mr Alan 
Hilliker. a consultant at 
Egon Zehnder International, 
an executive search group. 

Still, the bull market for 
jobs rages. Last autumn, 
employment on Wall Street 
exceeded 262.000. breaking 


the record set in 1987, 
according to the Securities 
Industry Association. 

E ven though Wall 
Street groups are said 
to have awarded 
bonuses for 1996 which 
broadly met high expecta- 
tions in the hope of ensuring 
loyalty, executive recruit- 
ment consultants say their 
phones have been even 
busier than last year. 

“People will collect their 
cheques and extricate them- 
selves in the next three to 
four weeks," said Mr Page. 

These middle and senior- 
ranking executives do not 


come cheap. Ms Sallie Kraw- 
check, an analyst at Sanford 
C. Bernstein, is concerned 
that investment banks may 
be increasing their cost base 
at what may turn out to be 
the peak of a bull market 

The banks argue employ- 
ment costs are flexible. Some 
1996 bonuses lopped $l0m, 
but they were linked to per- 
formance in an exceptional 
year. Base salaries have 
been static in recent years. 

But many banks nowadays 
pay guaranteed bonuses. 
“The one-year guaranteed 
bonus has become a feature 
of tbe [US] market since the 
foreign banks began to draw 


talent,” said Mr Hilliker, 
adding that US banks have 
not given “the three- and 
four-year guarantees offered 
by some European banks”. 

With expensive recruits in 
place, the danger is that 
banks will fight tooth and 
nail for any business going, 
causing margins to shrink. 

“Last year, firms had the 
camouflage of frothy times 
and high margins,” said Mr 
Kenney of Merrill. “Our 
internal forecasts suggest 
this won't last. We will go 
into a difficult period either 
this or next year." 

Tracy Corrigan 


INSIDE 


North 


North, one of Australia's 
three big iron ore 
suppliers, is to buy 583 
per cent oflron Company 
of Canada, the country’s 
largest iron ore pellet 
producer, far US$23Qni 
from two US steel groups 
- pAHiMiwn steel and 
National Steel. Page 22 


Scottish 

Amicable 


Scottish Amicable, the UK 
mutual life insurer, is to 
press ahead with plans to 
seek the support of its 
ldm policyholders to 
change its status. This is - 
in spite of pressure from 
Abbey National, the UK 
bank, which last week 
had its offer of 
£Llbn-£i.4hh 
(SL78ba$236bn) for tbe 
mutual insurer rejected. 
Page 24 

PTT Exploration 
and Production 

PIT Exploration and 
Production tlmimblidy '. 
listed subsidiary of the 
Petroleum Authority of 
Thailand, announced a 39 : 
per cent dropm probable - 
and posable petroleum . 
reserves over the past six 
months. The decline was; . 
coupled with a 4 per emt 
increase in its proven . . 
reserves.' 


Fund . - . 

Management 

With mutual fund sales . . 
established, as one of the . 
wanders of the age.- 
; attention has shifted to 
the pattern of cash Sows 
Into the indostry.'The . 
most talked about -shift \ ‘ 
last yearsaw $9tmflow .-. 
into the Vanguard S&P J: 
500 IndexTtmd,while^lm 
flowed out qf the Firifittty - 
Magellan fond. Page 24 • 

Global Investor : . 

Recent academic analysis 
has shown market • 
anomalies wirfeh ocwfld, fn- 

theory. be profitably V 

exploited. The Paris-based ; 
Intertek consultancy h as 
produced techniques, such 
as neural networks and. 
genetic algorithms, which 
can be used to predict 
short term movements. . 
Page 25 . 


Japanese lender struggles for survival 

Apollo Leasing faces collapse as main backer rejects rescue plan over $4bn debt 


By WiKam Dawkins In Kyoto 

Apollo Leasing, a Japanese 
nan-bank lending institution 
with debts of Y489.7bn ($4bn) 
■was yesterday struggling for 
survival after its main 
backer, Sakura Bank, turned 
down a rescue plan. 

If Apollo filed for bank- 
ruptcy. it would, be the 
eighth collapse of a non- 
bank - a lender with out a 
license to take deposits from 
the public - since the start 
of Last year. It could trigger 
a I'-hain reaction of failures 


among the many small 
financial Institutions that 
have lent to Apollo and. as a 
reminder of the exposure of 
Japan's leading banks to 
such' institutions, would 
reinforce the recent collapse 
in banks' share prices. 

Apollo’s demise became 
likely an Saturday after Sak- 
ura Bank, a leading commer- 
cial-bank which at the end of 
June was owed Y82.7bn by 
Apollo, refused the non- 
bank's proposal that credi- 
tors should write off 50 per 
cent of their loans. Apollo 


was to try to repay the rest 
with revenues from its 
remaining Y50bn of perform- 
ing loans. Bank officials dis- 
missed the scheme as “unre- 
alistic” and overly 
optimistic, and cut Apollo’s 
credit lines an Friday. 

This is the latest case of a 
big bank lender walking 
away from a non-bank part- 
ner rather than bailing it 
out It follows last autumn’s 
voluntary liquidation of 
Nicbiel Finance, which 
became the largest financial 
collapse since the second 


world war. with debts of 
more than Y991bn. after its 
main h anks refused to con- 
tinue shouldering the risk. 

It Is farther evidence of a 
tougher attitude by commer- 
cial banks towards the hun- 
dreds of non-banks still bur- 
dened by bad debts from the 
late- 1980s bubble in property 
prices. 

Apollo’s plight follows a 
common pattern, stemming 
from the more than 50 per 
cent fail in property prices 
since tbe beginning of the 
decade. Established in 1972 


as an office equipment mad 
machine tool rental com- 
pany, it diversified into lend- 
ing to golf course and prop- 
erty developers in the 1980s. 
By the fiscal year to the end 
of March, its liabilities 
exceeded assets by Y45.Bbn. 

Sakura Is understood to 
have written off most of its 
loans to Apollo, as has Nip- 
pon Credit Bank, another 
leading lender. Another 112 
creditor institutions are 
exposed to Apollo, including 
regional banks and agricul- 
tural co-operatives. 
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Malaysian bank mergers 
called off in policy blow 


By Lei Chen 
in Kuatt Lumpur and 
James Kynge In Singapore 

Talks on two separate 
Malaysian banking mergers 
have been called off damag- 
ing the central bank’s policy 
of encouraging consolidation 
in the financial sector to pre- 
pare for increased foreign 

competition. 

Malaysian Industrial 
Development Finance 
(MZDF), a financial group, 
said that it no longer 
intended to sell its 51 per 
cent stake in Oriental Bank 
to Sime Darby, which is the 
country's largest conglomer- 
ate. 

Sime bad planned to 
merge Oriental with Sime 
Rank, which late last year 
changed its name from 
United Malayan Basking. 

The ending of talks is a 
setb ack for Sime, which bad 
hoped to boost its earnings 

f 


and expand overseas. Orien- 
tal, a medium-sized bank, 
would have increased Sime 
Bank’s network of branches 
by 41, thereby brightening 
prospects In a domestic mar- 
ket where a bank’s geo- 
graphical reach is still cru- 
cial to earnings. 

The other cancelled 
merger talks were between 
Pacific Bank, which is also a 
medium-sized bank, and the 
Malaysian operations of 
Singapore's Oversea-Chinese 
Banking Corporation 
(OCBC). 

The negotiations were 
hailed as the first in an 
expected series of Malaysian 
banking mergers when they 
were announced last May. 

Malaysia's central bank 
has put pressure on an over- 
crowded banking sector to 
consolidate in preparation 
for regional liberalisation, 
expected in the next decade. 

So for. its only success has 

t 


been a complex union 
between Rashid Hussain, a 
diversified brokerage house, 
its banking affiliate, DCB 
Bank, and Kwong Yik Bank, 
a subsidiary of Malaysia’s 
biggest banking group, May- 
bank. 

Banking industry sources 
said that the OCBC-Pacific 
Bank merger foundered over 
the price for OCBC and its 
subsidiary, The Great East- 
ern Life Insurance Co. 

However, Pacific Bank 
said in a statement that dis- 
cussions on buying the 
Insurance company would 
continue. 

Bankers said that wide 
spreads between borrowing 
and lending rates in a boom- 
ing economy, as well as the 
prestige accorded to those 
who own a bank, were two 
of the main reasons why 
local banks were resisting 
the government’s call to 
merge. 
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COMPANIES AND FINANCE 


Thai oil group reduces estimate of reserves 


By Ted Bardacke 
in Bangkok 

PTT Exploration and 
Production, the publicly 
listed subsidiary of the state- 
owned Petroleum Authority 
of Thailand, announced a 39 
per cent drop in probable 
and possible petroleum 
reserves over the past six 
months. 

The decline, to 527.7m bar- 
rels of oil equivalent from 
the 870.4m boe recorded by 


the company at the end of 
June 1996, was coupled with 
a 4 per cent increase in its 
proven reserves to 502m boe 
from 484.lm boe in June 
1996. 

The sharp fall in probable 
and possible reserves is 
likely to spur a sell-off in 
PTTEP shares, analysts said. 

The company, which has 
announced hefty reserve 
increases over the past two 
years, was one of the few 
equities listed on the Thai 


stock market to have risen 
In value during 1996, while 
the overall Thai market fell 
more than 30 per cent 

The company attributed 
the fall to a conversion of 
some probable and possible 
reserves to proven reserves; 
and to a re-evaluation of the 
geological structures of the 
Bangkok project, in which 
PTTEP holds a 40 per cent 
st ake. 

PTTEP said its portion of 
probable and possible 


reserves at Bangkok at the 
end of 1996 was 19.6m barrels 
of condensate and l,300bn 
cubic feet of natural gas. 
down from 4&5m barrels and 
2,630bn cu feet respectively 
at the end of June 1996. 

The company’s portion of 
proven reserves at Bongkok 
also fell to 14 An barrels of 
crude, down from 21.1m bar- 
rels six months ago, and 
992. lbn cu feet of natural 
gas, down from l,140bn cu 
feet in June 1996. 


Cumulative production by 
PTTEP at Bongkok 
increased to SL5m barrels of 
crude and 123.9bn cu feet of 
natural gas. 

The company noted that 
its latest reserves report 
does not include the positive 
drilling results of Muda : 2 
and Muda-3 projects in the 
Thai-Malaysian joint devel- 
opment area, which were 
obtained earlier this month; 
nor the reserves that are 
likely to be added to 


PTTEP's figures as a result 
of its agreement to take a 14 
per cent stake in Burma's 
Yetagun natural gas project 
In a venture with Texaco of 
the US, Nippon Oil of Japan, 
and Premier of the UK. 

The Yetagun field, located 
in the Andaman Sea, is esti- 
mated to contain between 
l.lOObn and 1,400b n cu feet 
of proven natural gas 
reserves and an undisclosed 
amount of possible and prob- 
able reserves. 


Falling metals drag MI M into first-half loss 


By Nikki Tart in Sydney 

MIM Holdings. the 
Queensland-based mining group, 
revealed on Friday that it fallen 
into the red, making an A? 12m 
(US$9.2m'> loss after tax and abnor- 
mal items in the six months to 

end- Decern her. 

The result compared with an 
A$58.9m profit in the same period 
of 1995. Revenues were A$1.12bn, 
down from AJ1.34bn last time. 

MEM again took large write- 
downs and provisions, totalling 
A$l50.9m, as an abnormal charge. 
Among the more significan t items 
were an A$58m write-down of its 
obsolete assets at the Hilton mine; 


and an A$63.4m writedown of all 
capitalised pre-production costs at 
the loss-making McArthur River 
zinc-lead-silver mine. 

Against these, it was able to off- 
set the profit on the sale of its oil 
and gas assets, and an A$127.3m 
write-back of a deferred tax provi- 
sion. This related to the Newlands 
coal project and was no longer 
required. The net abnormal charge 
was therefore A$2.2m 

At the operating level, MIM 
made a tiny A$2.6m profit, down 
from A$53.Lm a year earlier. It 
blamed lower metal prices - nota- 
bly copper and zinc - and the 
stronger Australian dollar. 

Its core Mount Isa operations 


turned in an Af 1.3m operating loss, 
down from an A?i 15.6m profit last 
time. MIM said price and exchange 
rate cha n ges had had an "adverse 
profit effect” of A$166m_ 

It remained cautious on the sec- 
ond halt saying metal prices and 
tbe currency would continue to 
vary, and it needed to pursue lower 
production costs. But Mr Nick 
Stump, chief executive, offered 
some encouragement, saying: 
“With current copper prices and 
other movements in the market we 
are in a stronger position in the 
second half than we were in the 
first half." However, the company 
also had to anticipate further 
strengthening of the exchange rate. 


• Highlands Gold, the Australian 
mining company has revealed 
details of the restructuring deal 
that will create a new resources 
company. Highlands Pacific. The 
new company will acquire all the 
assets and liabilities of Highlands 
Gold, other than its 25 per cent 
stake in the large Porgera gold 
mine in Papua New Guinea. 

The deal has been worked with 
Placer Dome, the Canadian gold 
miner. Placer is offering 75 Austra- 
lian cents a share for Highlands 
Gold, but is only interested in the 
Porgera stake. 

Highlands Pacific intends to 
raise A$190m to fund the acquisi- 
tion of the remaining assets - prin- 


cipally two potential mine projects 
in Papua New Guinea (PNG) - 
through an issue of 190m shares at 
A$L each. 

Existing Highlands shareholders 
that accept the Placer offer will be 
entitled to around 60 per cent of 
the Highlands Pacific shares on the 
basis of three new shares for each 
10 Highlands Gold shares held. 

The Highlands Pacific issue is to 
be jointly underwritten by Merrill 
Lynch and Wilson HTM Corporate 
Services. 

A consortium of investors based 
in Papua New Guinea have pledged 
to Invest up to A$110m. They are 
likely to end up with over half the 
Highlan ds Pacific equity. 



A L S T H Q M 

Anticipated 1996 Net Income of approximately FF 2.5 billion 
Significant improvement in Income from Operations 


Alcatel Alsth om’s Board of Directors met on 
January 29, 1997. chaired by Serge Tchuruk, 
and was informed of the trends that became 
apparent after the preliminary analysis of 1996. 

The Group' s 1996 sales amounted to FF 162.0 billion, 
showing little change over the previous year, 
and orders increased by 8% to FF 168.2 billion, 
reflecting an improvement in business activity. 


1996 was characterized by a significant flow of 
contracts in the Telecom sector, which was 
maintained during the last months of the year. 
Orders in the sector grew by 21% compared to 
1995. The undersea cables division recorded 
several commercial successes at the end of 1996 
and the beginning of 1997, after a period marked 
by a strong slowdown in its market 


The Group's income from operations should 
exceed FF 2.7 billion in 1996 compared to 
FF 0.6 billion in 1995, due principally to the 
beginning of a recovery in the Telecom sector. 
As anticipated, this sector registered a positive 
income from operations in the second ball 
After taking into account exceptional items, and 
in particular, capital gains resulting from the 


non-strategic asset disposal program, the 
Group's 1996 net income should amount to 
approximately FF 2.5 billion. 


1 996 preliminary results: 

fin French Franc billion) 1996 

Orders 168.2 

of which Telecom 

Net sales 1 62.0 

Income From operations 2.7 

Net Income 2.5 


Variation/ 1 995 

+ 8 % 

4- 21% 

+ 1 % 

+ FF 2.1 billion 


These developments, which were announced 
last September, are in line with the recovery 
plan and confirm the objective of returning to 
a satisfactory level of profitability in 1998. 


"St# Harbor " statement under the Private Securities 
Litigation Reform Act of 1995: This press release 
contains forward-looking statements relating to die 
Group's expectations regarding results for the full year 
1996 and the Group's asset disposal program. Such 
expectations assume (i) that income from operations 
will not be lower than anticipated and <ii> that 
operating results will not be affected by unexpected 
factors including higher than anticipated costs for 1996. 
Actual results could differ materially from the above as 
a result of these or other factors. 


* * 


Alcatel AUthora's 1996 Sales and Orders by Sector 
Telecom Orders Grew by More than 20% 


By sector, 1 996 and 1 995 sales break down 
as Follows: 


fin French Franc million) 

Telecom 

Cables 

GEC Al5fhom(?) 
Systems 
Batteries 
Other and 
Inter-group Sales 

Total 


1996 

71,152 

36^409 

29,917 

23,651 

5,025 

(4/175) 

161,979 


1995 

66,926 

40,696 

29,384 

21,163 

4,440 

(2,193) 

160,416 


(1) Sales of GEC Alsthom taken at 50%. 


Sales in the Telecom sector increased by 6% and 
orders by 21%. Orders increased by more than 
60% in the Transmission and Access divisions 
where, due to their advances in high-speed 
communication technology, many contracts 
were awarded, notably in the United States and 
with new operators. The MobDe Communications 
and Radio, Space and Defense divisions both 
registered close to a 40% increase in orders. 


The Cables sector sales decreased by 10%. On a 
comparable baas, with constant copper prices, 
sales declined by only 3%. This decrease is due 


to the undersea cable activities which, after a 
slowdown period, is today experiencing a clear 
improvement in its outlook with the recent 
announcement of several major contracts 
for undersea links. 1996 was particularly 
satisfactory for fiber optic telecommunication 
cables, accessories for mobile communications 
and data communication cables, where the 
markets are growing rapidly. 


GEC Alsthom’s sales increased by 2% and 
include AEG’s power transmission and 
distribution activities for the last quarter of 
1996. Sales in the Power Generation division 
reflected the low level of orders received for 
power stations during the previous years. 
However, GEC Alsthora’s orders grew 
significantly in 1996 due to major power 
generation contracts and to the success 
obtained in transport activities, including the 
high-speed train in North America. 


The Systems sector registered a 12% increase m 
sales, half of which is attributed to the 
integration of AEG's systems and automation 
activities during the last quarter. 


North buys into 
Canadian group 


By Nikki Tart 

North, one of Australia's 
three big iron ore suppliers, 
is to buy 59.3 per cent of Iron 
Company of Canada, the 
country's largest iron ore 
pellet producer, for US$23Qm. 

The sellers are two US 
steel groups - Bethlehem 
Steel, which holds 37.6 per 
cent of ICOO, and National 
Steel which holds 21.7 per 
cent Under the deal, which 
is subject to government and 
regulatory approvals, Bethle- 
hem will receive US$145m 
and National about US$85m. 

Mr Campbell Anderson, 
North's manning director, 
said on -Friday the acquisi- 
tion reflected North's desire 
to become a global figure in 
tbe iron ore industry and to 
diversify its interests. These 
are presently concentrated 
in Western Australia's Pil- 
bara region and supply 
mainly Asia. ICQC's largest 
markets are in North Amer- 
ica and Europe. 

1COC produces a higher 
grade product more suitable 
for the growing technology 
in electric arc steelroakiag. 
Its current output comes 
from a mine, concentrator 
and pellet plant in Labrador. 

In 1995, production was 
around 10m tonnes of blast 
furnace pellets and 5m 
tonnes of concentrates. ICOC 
also owns a pellet plant in 
Sept-Ees. which North hopes 
to reactivate. 

North said there was scope 
for productivity gains from 
the existing operations, and 
that it anticipated a “consid- 
erable" reduction in ICOC’s 
2,400-strong workforce. 


In 1995, ICOC's revenues 
were USS407.7m and net 
profits US$31 -2m. 

News of the deal came as 
North reported a 55 per cent 
increase in profits, after tax 
and abnormal items, in the 
six months to end-December, 
of A$50m (U*38.5m). Sales 
were 18 per cent higher at 
A$568~8m. Profits before tax 
and abnormals inc rea se d 29 
per cent to ASlO&lm. 

The gain came largely 
from higher contributions 
from the company's iron ore 
and ur anium interests; and 
from the North parkes cop- 
per-gold mine, which con- 
tributed a AS11.4HJ profit, 
compared with a Afl.3m loss 
a year earlier. 

The recently acquired 
Zinkgruvan operation in 
Sweden, made a pre-interest 
loss of A$0.9m, although 
North said prospects were 
looking better. 

Mr Anderson said the sec- 
ond half should see 
"improved contributions 
from most of the 
operations”, but that North 
expected a full-year result 
“not significantly different" 
from last time's A$U1.9m. 

North shares closed 2 
cents higher at A53JM, with 
xnosts analysts supportive of 
tbe deal's rationale, but less 
convinced about its pricing. 

• WMC, another Australian 
mining group, confirmed on 
Friday that it was interested 
in the privatisation of Bra- 
zil's Companhia Vale do Rio 
Doce, the world’s largest 
iron ore miner. It said it was 
talking to various parties 
about possible consortium 
arrangements. 


NEWS DIGEST 

Generate des Eaux 
linked with Havas 

Speculation was mounting in Paris yesterday that 
Compagnie Gdndrale des Eaux, the diversified utilities 
group, might be poised to becoroe rtie largest shareholder 
in Havas in a ara^dex. deal that would also see the French 
media company substantially increase its holding in pay 
TV group Canal Plus. 

According to a report in Le Figaro newspaper, Gdnfirale 
des Eau x may move. its current 20.4 per cent stake in 
nanai plus to Havas; taking. that group's interest in the 
pay TV company to more **an 43 per cent G6n6rale des 
Eaux would be compensated through a reserved capital 
increase. In addition, the utilities group would acquire 
part of the more than 20 per cent interest in Havas held 
by Alcatel Alsthom, the telecoms and engineering group. 

As a result, the paper said. Gdnferale des Eaux could end 
up with between 20 and 30 per cent of Havas, valued - at 
Friday night's FFr405.50 closing price for Havas shares - 
at between FFr5.2bn ($94lm) and FFr7 Abn. None of those 
involved would comment yesterday. . . 

David Owen, Paris 

Pacific Gas expands in Texas 

Pacific Gas & Electric, the biggest US utility, is to buy 
Valero Energy, a natural gas transmission company in 
Texas, in an all-share deal valuing Valero at $722 .5m. The 
deal is the latest in a series of mergers in the US utility 
industry, triggered by the deregulation of the energy 
market Valero, based in San Antonio, operates one 
petroleum refinery anf i an 8.000-mile network of gas 
transmission and gathering lines throughout Texas. It 
said last year it was seeking a strategic alliance for its gas 
services business because it did not want to be left alone 
in an industry dominated by more powerful competitors. 

Valero shareholders will receive 0.63 PG&E shares for 
each Valero share, based on PG&E's closing price of $22.75 
on January 30, and one share in Valera's refining 
company, which will be spun off prior to the merger and 
listed in New York. Richard Tomkins, New York 

Estonia ‘will not devalue 9 

Hie Bank of Estonia has strongly denied reports that 
Estonia would devalue its currency, the kroon, if talks 
between ne ighb ouring Lithuania and the International 
Monetary Fund result in the abolition of tbe Baltic 
country’s currency board. Speculation that Lithuania will 
shortly abandon its 30-month-old currency board has been 
mounting since the general election last November when 
the winning parties pledged to stem the rising trade 
deficit by scrapping the currency board. 

Edward Luce. London 

Earnings tumble at Gillette 

Gillette, the US maker of razors and toiletries, saw 
P-ammg s tumble in tbe fourth quarter because of costs 
associated with its $7bn acquisition of Dura cell, the US 
battery company. But excluding these costs, net profits 
would have risen by 13 per cent, the company said. 

Underlying net profits rose from $35 1.2m, or 64 cents a 
share, to 8397.2m. or 72 cents a share. But the after-tax 
costs incurred in buying Dura cell amounted to $283m. 
reducing net income to $U4£m. For the full year, 
underlying profits rose from $1.06bn to $1.23bn. The 
figures include DuraceU’s results for both periods. 

Richard Tomkins 

L’Oreal lifts sales 13% 

L'OrGal, the French cosmetics giant which last year 
displaced Elf Aquitaine, the oil group, as the largest 
French company in terms of market capitalisation, has 
reported a 13 per cent advance in artnnal sales to 
FFr60.34bn ($i0.92bn). The group said early estimates of 
1996 profits were in line with trends outlined last October. - 
It said then that 1996 net profits, before capital gains and 
losses, but after minority interests, “should advance more 
strongly than in 2995". Net earnings in 1995 rose 8.3 per 
cent to FFr3.4bn. David Owen 

Metallgesellschaft settles 

MetaEgesellschaft, the German industrial and trading 
company that almost collapsed in 1994, has readied an 
out-of-court settlement with its former chai rman, Mr 
Heinz Schimmelbusch. The company will pay him 
DMl.5m ($92m) and meet future pension entitlements of 
DM330.000 a year. The company was suing Mr 
Schimmelbusch for DM25 m for alleged neglect of duty 
over US oil futures losses that almost bankrupted it The 
former chairman was suing Metallgesellschaft and 
Deutsche Bank (which led the rescue operation) for $ldm 
for defamation. Sarah Althous. Frankfurt 




Dazhong Taxi takes diversion 


INVE5TOR RELATIONS: Tel |33.1) 40 76 10 58 - Fax (33.1} 40 76 14 05 - Email:hltp://www.alcatel.eain/ 


T he challenge for inter- 
national investors in 
China is finding the 
vehicle that will harness the 
country’s staggering eco- 
nomic growth but wlD steer 
clear of the potholes in the 
market 

Until recently. Shanghai 
Dazhong Taxi seemed just 
such a stock. 

The company, which oper- 
ates the second-largest fleet 
of taxis in Shanghai, was a 
popular proxy for the annual 
13 per cent GDP growth and 
surging disposable income In 
China's largest city. 

Mr John Crossman, gen- 
eral manager of Jar dine 
Fleming, the securities 
house, explains: "As little as 
three years ago. it was only 
foreigners that took taxis. 
For locals, getting In a taxi 
was a special event. 

“Today, you see Shanghai- 
nese Jumping in and out of 
taxis. So Dazhong has been a 
very good bet on the rising 
per capita income in Shang- 
hai," he says. 

Now, Dazhong Taxi is 
expanding into property 
development, tourism and 
financial services. 

A company representative 
said: "In five years. Dazhong 
Taxi will be a conglomerate, 
with transport at its core, 
but including other piEar 
industries: tourism and com- 
mercial trading, finan ce and 
insurance and real estate." 

The company, which is 
listed on the Shanghai stock 
market, this month gave 
first estimates of net profits 
at YnllOm <Sl3.3m) in 1996, 
up from YnlOOAm in 1995. 
These have been driven by 
its core taxi business. 



Shanghai's taxi market shows scope for consolidation 


However, Dazhong's 
long-term strategy is to scale 
down the taxi operation as a 
percentage erf revenues and 
build up the other arms of 
the business. 

In March, Dazhong Man- 
sions will open in west 
Shanghai, offering office 
space for renting, a hotel, 
restaurants, a bowling alley 
and other facilities to be 
managed by Dazhong Taxi. 

This year. Dazhong also 
plans to expand its tour ism 
operation, r unning an air 
ticketing service to capital- 
ise on the growing market 
for overseas travel. 


Dazhong has had a suc- 
cessful record in the non-life 
insurance business since 
1995, and is looking to 
expand into life insurance in 
a joint venture with a for- 
eign partner, if it wins 
approval from the central 
government this year. 

The diversification poses 
new questions for foreign 
investors. 

One analyst said he is 
instinctively uneasy about 
the socialist predilection for 
“creasing fixed assets”. He 
judges property - a risky bet 
m Shanghai, where the mar- 
ket looks basically flat". 


Nevertheless, brokers are 
hesitating to sell the stock. 
They are choosing to wait 
and see on a company with a 
good management record. 
They say it has little choice 
but to expand outside its 
taxi business. 

Last year, Shanghai's 
municipal government 
responded to chronic traffic 
problems by banning the 
issue of new taxi licences - a 
move that encouraged diver- 
sification and meant 
Dazhong’s taxi fleet can only 
grow through acquisition. 

In Shanghai's fragmented 
taxi market - there are more 
than 500 companies operat- 
ing a total of 37,000 taxis - 
there is certainly scope . for 
consolidation. 

Dazhong plans to buy up 
other cars and licences, 
increasing its number of 
taxis from 1,800'at the Kid of 
1996 to 2.100 by the end . of 
this year. 

It also aims to boost reve- 
nue by Increasing the num- 
ber of cars mrfrig the more 
expensive two-drivers, one- 
car licence. 

In addition, it plans to 
establish a passenger bus 
route between S hang hai and 
Nanjing, the old capital, 
300km west of Shanghai. 

Dazhong is fundamentally 
broadening its interests. 

“The company has had no 
choice but. to grow outside 
the mainline taxi business,” 
says Mr Bruce Richardson, 
head of stockbrokers HG 
Asia in Shanghai. 

“The question is whether 
Dazhong can manage its . 
diversification.": . 

James Harding 
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Eagle Star to set up garage 


By Christopher Adams, 
Insurance Correspondent 


Eagle Star, the insurance 
subsidiary of BAT Indus- 
tries, the tobacco and finan- 
cial services group, is to 
diversify into motor repairs 
by setting up its own garage 
in the West Midlands of the 
UK 


If successful, the garage 
will help control claims han - 
dling costs for Eagle Star, 

which has one of the biggest 
direct writing operations In 
the motor insurance market 
The company will continue 
to use a network of author- 
ised garages to service 
nearly Lm personal motor 
account policyholders. 


“We're running a pilot to 
make sure we meet customer 
needs and control costs,” 

s ai d Mr Chris Dare, personal 
claims manager. He declined 
to say if the company 
planned more garages. 

Motor insurance has 
become increasingly compet- 
itive since Direct Line, 
owned by the Royal Bank of 


Scotland, set up In 1985 the 
first operation to sell 
insurance over the tele- 
phone. 

New entrants have flooded 
in following its example and 
rates have tumbled. Direct 
insurers have typically 
offered insurance on cheaper 
terms than companies sell- 
ing through intermediaries 


Israeli group to make London debut 


By Paul Adams 


Technoplast, the plastic 
mouldings group, will 
become the first Israeli com- 
pany with a full London list- 
ing when it comes to the 
market in mid-February 
through a placing worth up 
to £12m ($19.4m). 

The dotation will make 


Technoplast the first Israeli 
stock quoted both on Nasdaq 
in New York and in London. 

The group came to the Tel 
Aviv market In 1993, but 
said the Israeli capital mar- 
ket was so illiquid that it 
was difficult to raise funds 
there and its shares, with a 
market value of about £21 m. 
were under-valued. 


Sales have trebled in the 
past five years to an esti- 
mated £11.5m in 1996, and 
operating profit has risen 
from nil in 1992 to £1.3m for 
the first nine months of 1996. 

Technoplast supplies haw 
its output to ZAG Industries, 
the fast-growing Israeli 

design and niarkftHng group 

which has seen its shares 


rise SO per cent since Its Nas- 
daq float in November. 

New shares will be issued 
on a p/e ratio of 12, based on 
prospective 1996 figures to 
be published in March, and 
will take Technoplast* s mar- 
ket capitalisation to more 
than £35m. 

Some 62 per cent of exist- 
ing shares are owned by the 


Notice of Meeting of Bondholders 

John Mowlem & Company FLC 


£50,000,000 


IV/x per cent Guaranteed Bonds due 2013 

("the Bonds') 


NOTICE IS HEREBY GIVEN that a meeting of the holders of the Bonds lib? "Bondholders") will be held at Klein wort Benson Limited. 20 Fenchurdi Strwt London EC3 on Tuesday. 25 February, 1997 at 
9J0 ajn. (London time) for the purpose of considering and, it thought fil, posting the resolution set out below, which will be proposed as an Extraordinary Resolution In accordance with the provisions of the 


ajn. (London time) for the purpose of considering and.lt thought fit, passing the resol udon set out below, which will be proposed as an Extraordinary Resolution In accordance with the provisions of the 
Trust Deed dated 7 May, 19S8 and constituting the Bonds (the Trust Deed"). 

Proposal 

John Mowlem & Company FLC (the "Company") announced last September that It was considering a partial flotation of its Access Products and Services business. As a consequence, the Com pony is making a 
proposal to the Bondholders. 

A meeting of the Bondholders was held on 19 December. ] 99b and was, with the consent of the Bondholders present, adjourned without a fixed date. The Company is now seeking the approval of Bondholders 
to a modified proposal for the redemption of all of the Bonds. This modi bed proposal involves both an obligati on on the Company to redeem the Bonds upon a di vestment oF an Interest to SGB Croup pic or one 
of certain subsidiaries of SCB Group pic, and an option for the Company to redeem the Bonds by giving notice on or prior to 31 July 1997. In each cose the Bonds would be redeemed not later than II August 
1997 at the higher of par and a price reflecting a spread over the greo* redemption yield of the 9 percent. Treasury Stock 2012. together with interest accrued during the penod from the then most rocent Interest 
payment date to the redemption date. 


The Extraordinary Resolution set out below, if duly passed, will approve the making of amendments to the conditions of the Bonds I the -Conditions’! and to the Trust Deed In order to facilitate such redemption 
and such divestment Paragraph 1 ol the resolution provides for me addition, in the Condition relating to redemption, of two additional redemption events. The first is an obligation on the Company to redeon 
all the Bonds one London Business Day after an "SCB Disposal" occurs (provided it occurs on or before 31 Juhc 1997) and for this purpose to pay the necessary moneys to the principal pa vine agent on the day 


all the Bonds one London Business Day after an "SGB Disposal* occurs (provided it occurs on or before 31 July 1997) and for this purpose to pay the necessary moneys to the principal paying agent on the day 
on which the SCB Disposal occurs. The second ts a right for the Company la redeem all die Bonds by giving at least four and not more than seven London Business Days’ notice to bondholders, such notice u> 
tw given an or before 31 July. 19^: this right to redeem is not linked to an SGB DisposaL 

Paragraph 1 also sets out the redemption price formula which applies to each such redemption event The Company will notify the London Stock Exchange, on the London Business Day prior to the day on 
which the gross redemption yields are calculated for the purpose of the redemption price, of Its Intention to make such calculation on the next London Business Day. 


An "SGB Disposal* is defined in paragraph 11 ot the resolution, to which reference should be made: very broadly, it means the beneficial ownership of all or any part of the equity share capital of any of certain 
specified companies passing outside me John Mowlem Group. 


Paragraphs 22 and 2Jof the resolution have the effect during the period between an SCB Disposal happening and the actual redemption ot the Bonds on the next London Business Day. ot amending the 
borrowings covenants and the disposals restriction respectively which are contained in theTnist Deed, so as to exclude that pan of the SCB Croup which is die subject of the divestment 


Paragraph 3 of the resolution gives The Prudential Assurance Company Limited (the ‘Trustee") the authority to execute a supplemental trust deed which, inter aha. embodies the amendments approved by the 
Extraordinary Resolution. 


Paragraph 4 of the resolution provides that the guarantee of the Bonds give 
moneys for the Bonds have been paid in full to the principal paying agent 


ven by SGB Group pic (which is one of the two Guarantors of the BondsJ will be released with effect from the time when the redemption 


before 31 July IWlbrthere to bea mandatory redemption of the Bonds. 

If the Extraordinary Resol udon is passed and die Company gives notice of optional redemption pnor to (or without) an SGB Disposal occurring, the Bonds will be redeemed on the expiry of such notice, which 
will be at least four and not more man seven London Business Days after it was given. 

Bondholders are requested either to attend this meeting in person or to arrange as soon as possible to be represented at IL Further information on the steps to be taken Is contained under "Attendance and Vbting" 
below. • * 

The resolution referred to above is as follows: 

Extraordinary Resolution 


THAT Bus Meeting of the holders of the 11 ^percent Guaranteed Bonds due 20l3uhe"Bonds")ot John Mowlem ft Company PLC I the "Company") constituted by a Trust Deed dated 27 May. 1968 and made 
between the Company of the first part Mowlem Technology Limited of tire second part SGB Croup pic of the third part and The Prudential Assurance Company Liirti led of the fourth pan (me Trust Deed") 
hereby. 

I. sanctions and approves the modification and amendment of the Conditions by the addition, after Condition 5(A), of the following new Conditions 5(AA). 5(AB) and 5IAQ- 

"(AA1 Mandatory Redemption upon SGB Disposal 


If an SGB Disposal occu non or prior to 31 July. 1997, the Company shall redeem all, but not some only, of the Bonds in accordance with Condition 5(AO on the day (the "Redemption Dale") which 
is one London Business Day after the day on which the SCB Disposal occurred (the "SGB Disposal Date’’) and lor this purpose the Company shall by not later than 12 noon (London rime) on die SCB 
Disposal Date pay to the Principal Paying Agent the amount necessary to redeem the Bands as aforesaid, together with accrued interest, rei the Redemption Date. The Company shall, not less than 


three normote than five London Business Days prior to an expected SCB Disposal Date which would occur on or prior to31 luly. 1997, give notice to the Bondholders tin accordance with Condition 
131and to the Trustee that an SGB Disposal Is Intended to occur on a specified dale and that subject to the actual occurrence of thatSGB Disposal, the Bonds will be redeemed on another specified 
date (beingone London Business Day after the date so specified for the intended SGB Disposal 1. On the London Business Day immediately fpUowingan SGB Disposal Date which occurs an or prior . 
to 31 July. 1907. the Company shall give notice to the Bondholders fin accordance with Cnrdition T3| and to the Trustee that the SGB Disposal has occurred and that the Braids are being redeemed 
on that day. 

(AB) Optional Redemption by Notice given on or before 31 July. 1997 

The Company may, by giving not less than four nor more than seven London Business Days* notice to the Bond holders (in accordance with Condition 1 3) and to the Trustee, any such notice to be 


S ven not later than 31 July. 1997. redeem all but not some only, of the Bonds in accordance with Condition 5(AC). Upon the expiry of such notice Iwhich shall be Irrevocable), theCompany shall be 
nind so to redeem the Bonds on the date of such expiry. 


bound so to redeem the Bonds on the date of such expiry. 
(AC) Priae upon Early Redemption 


In any redemption pursuant to Condition 51 AA) or Condition 5(AB>. the Bonds shall be redeemed at the higher of (a) par and fb) that price, expressed as a percentage (rounded to three decimal 
places. 0.0005 bang rounded down), at which the Cross Redemption Yield on the Bonds, if they were to be purchased at such price on the Relevant Day would be equal to 227ft (two and one 


quarter per cent) per annum above the Cross Redemption Yield on the Relevant Day of the 9 per cent. Treasury Stock. 2012 (or, if such stock is no longer In issue, such other United Kingdom 
Government stack as Ihe Trustee, with the advice of three leading broken operating in me gilt-edged market and/or gill-edged market makers as mav be selected by it in itsabsolute discretion, shall 
determine to be appropriate) (the "ReferenceStock") on the basis of the middle market price of the Reference Stock prevailing a 1 1 1 J30 a. m. (London ti me)<xi the Relevant Day. as determined bjs and 
reported on to the Company and the Trustee by, Kleutwort Benson Limited (or sudi other person as- the Trustee may approve). 


The ‘Gross Redemption Yield* on the Bonds and on the Reference Stock will be expressed as a percentage and wiU be calculated on tire basis Indicated by the Joint Index and Classification 
Committee ot the Institute and Faculty of Actuaries as reported in the Journal ot the Institute of Actuaries, Vol. 105. Fart 1, 1978. page 18 tor on such other basis as the Trustee may in its absolute 


Committee ot the Institute and Faculty of Actuaries as reported in the journal ot the Institute of Actuaries Vol. 105. Fart 1, 1978. page 18 lor on such other basis as the Trustee may in its absolute 
discretion approve). The "Relevant Day" is. in the case of a redemption pursuant to Condition 5(AA). the London Business Day immediately preceding the SCB Disposal Date (as defined in 
Condi lion 5(A A )) or, in the case of a redemption pursuant to Condition 5(AB). the seventh London Business Day prior to the day on which the Bonds are robe redeemed. 

The Company shall, on the London Business Day immediately preceding the Relevant Day, notify London Stock Exchange Limited that the next London Business Day will be the day on which the 
calculations will be made in accordance with this Condition far the purpose of determining the price ot which the Bonds will be redeemed. 

The Bonds shall be redeemed together with interest accrued to tire date ot redemption. 

The obligation in Clause 12(D)(xvu) of the Trust Deed to give earlier notice to the Trustee of a proposed redemption shall not apply to a redemption pursuant to Condition 5(AA) or Condition 
5tAB).“; 

2 sanctions and approves the modification and amendment of the Trust Deed by: 

21 inserting in Cause 1(A), In the correct alphabetical sequence, the following additional definitions: 

‘London Business Day* means j day I other than a Saturday, a Sunday or a day which shall be in London a legal holiday! on which banks generally are open far business in the City of London and 
i which dealings in domestic securities may take place on and with the authority of London Stock Exchange Limited: 


’Relevant SCB Company* means any of SGB Crexip pic (registe re d number I (>4238) C5GB*). 5HLand SSPand any other holding company of SHLorSSP (other than the Company): 

“SCB Disposal' means all or any of the issued equity share capital of any Relevant SGB Company coming into the beneficial ownership of a perron or persons not bang a member or members ot 
the Group: 

*SHL" means SGB Holdings Limited (registered number 94791 5); 

"SSI” means SGB Services pic (registered number 278502); 
adding at the end ol Clause 12| A) a new paragraph as fallows: 


"For the purposes of sub-paragraphs ti).(ii) and (iii) above, if an SGB Disposal occurs on orbefore 31 July, IW. then during the period ending on the ctoroot business on the first London Business 
Day after that 5GB Disposal has occurred It shall be assumed (if it is ru* actually the rase) that the SGBDisposjJ Companies are not Subsidiaries and arenra and were not consolidated with the 


Company far the purposes of the Company's consolidated balance sheet; and during the same period the Group’s retained interest (if any) in the SCB Disposal Companies shall be treated as an 
investment and thr net proceeds of the SGB Disposal received or receivable by the Croup shall be treated as an asset of the Group. Fur this purpose "SGB Disposal Companies’ means the Relevant 
SCB Company which was the subject of the SGB Disposal and all the subsidiaries of that Relevant SCB Company"; and 
23 in the paragraph <a) which follows sub-paragraph ( u) in Cause 12(0. deleting from the end ot sub-sub-panagraph (5) the word "and", inserting at the end of sub-sub-paragraph (u) the word "and*, and 
inserting alter such aub-sub-parqgraph (6): 

"(71 lit and tor so long as there is no breach of Condition 51 AAJ) an 5CB Disposal which occurs on or prior to 31 July. 1997,-"; 


authorises and requests the Trustee forthwith to execute a supplemental bust deed in the farm of the draft produced to the meeting and tor the purposes ot* identification signed by the Chairman of this 
meeting with such amendments thereto as the Trustee may approve or agree with the Company and to concur in and execute and do all such documents, acts and things as the Trustee may consider to be 
necessary, expedient or desirable to effect the modifications and amendments set out in 1 and 2 above and the release in 4 below; and 

authorises the Trustee farthwifh to execute, and to require rhe Company and the Guarantors to execute and deliver to the Trustee and lo procure the execution and delivery by the Paying Agents to the 
Trustee of, such documents ( w hetfuar or not in addition to the supplemental trust deed I as may in the Trustee's opinion be necessary, exped ienl or desirable lor the purpose ot (a) releasing SCB from all i is 
obligations under theTrust Deed, the Bonds and the Coupons with effect from the day on which the full amount of the moneys necessary far the redemption ol all the Bonds In aci-ordancv with the Trust 
Deed (as amended pursuant to this resolution and by the supplemental trust deed) together with accrued interest to the date of redemption is unconditionally paid to the Principal Paying Agent (and this 
release shall be made without requiring the conditions set out in the proviso to Cause 1 5(E) of the Trust Deed to be satisfied) and (b) effecting redemption of the Bonds together with accrued Interest 


obligations under theTrust Deed, the Bonds and the Coupons with effect from the day on which the full amount of the moneys necessary far the redemption ol all the Bonds In aa-ondanev with theTrust 
Deed (as amended pursuant to this resolution and by the supplemental trust deed) together with accrued interest to the date of redemption is unconditionally paid to the Principal Paying Agent (and this 
release shall be made without requiring the conditions set out in the proviso to Cause 15(E) of the Trust Deed to be satisfied) and (b) effecting redemption of the Bonds together with accrued Interest. 
Expressions defined In the Bonds or in the Trust Deed shall have the same meanings when used in this resolution." 

Attendance and Voting 

A Bondholder wfxo wishes to attend and vote at the meeting in person must produce at the meeting either his Bondls) or a voting certificate issued in accordance with paragraph ] ot the Third Schedule to the 
Trust Deed. A voting certificate can be obtained from any of the Paying Agents specified beloiv If the relevant Bondls) are first deposited with that Paying Agent 

A Bondholder who does not wish to attend and vote at the meeting in person but nevertheless wishes to be represented at It must cither la) arrange forhisBondtsl to be delivered, or a voting certificate robe 
issued, to someone else who will attend the meeting and vote on his behalf or lb) arrange for a vote to be cast by a proxy appointed under a block voting instruction issued in accordance with paragraph I of the 
Third Schedule to theTrust Deed. A block voting instruction can be issued by any of the Paying Agents sped fied below it the relevant Bond(s) are first deposited with that Paying A pent. 


Bonds may be deposited with any Paving Agent far the purpose of obtaining voting certificates or appointing proxies until 44 hours before the time fixed tor the meeting fbut not thereafter). A Bondholder tv ho 
holds Bondls) through Eurodear or Gedel Bank and who wishes to arrange tor those Bond(s) to be heid to the order of a Paying Agent for the purposes of the meeting must makr arrangements with, and in the 
manner stipulated by. Eurodear orCedel Bank, as the case may be, so as to have the Bondls) held to the order of a Paying Agent pnor to 48 hours be tore the time fixed tor the meeting. 


Paying Agent pnor to 48 hours t 


The quorum required at the meeting Is txvo or more persons holding Bonds or voting certificates or being proxies and being or representing in the aggregate the holders ot not less than a dear majority ol the 
principal amount of the Braids for the lime being outstanding. If a quorum is not present at the meeting the inquoratc meeting will bead joumed and the resolution intended to be put lo the mquorate meeting 


will be considered at an adjourned meeting (notice of which will be given to the Bondholders). The quorum at such an adjourned meeting will be two or more persons holding Bonds or voting certificates or 
being provles. whatever the principal amount of the Bonds so held or represented. 

Every question submitted to the meeting will be decided by a show of hands unless a poll is demanded by the Chairman of the meeting or by one or more persons holding Bonds or voting certificates or taing 


Every question submitted to the meeting will be decided by a show of hands unless a pall is demanded by the Chairman of the meeting or by one or more persons holding Bonds or voting certificates or taing 
proxies and being or representing in the aggregate the holders of not less than one-flfd«h part ot the principal antauni ot the Bonds then outstanding. On a show of hands every person who Is present In person 
and produces a Bond «- voting certificate o' is a proxy shall have one vote. On a po) I every person who is so present shall have one vote in rasped of each in principal amount of Bonds so produced nr 

represented by the voting certificate so produced or In respect of which he is a proxy. 

To be passed as an Extraordinary Resolution, the resolution requires a majority In favour consisting of not leas than three-quarters of the votes cast thereon. If passed, an Extra ordinary Resolution of (he 
Bondholders is binding upon all fixe Bondholders I whether p res ent or not present at the meeting at which It is passed) and upon all the Coupon holders and each of die Bondholders and Couponhotdcrs shall be 
bound to give effect thereto accordingly. 

The Trustee 


In accordance with normal practice, the Trustee far the Bondholders. The Prudential Assurance Company Limited, expresses no opinion as to the mens of the proposal set out in this notice. It has. however, 
authorised it to be stated that, on the basis of the information contained in this notice, it has no objection to the form in which the proposal is presented to Bondholders for their consideration. The Trustee has 
also given and has not withdrawn Its written consent to the issue of this notice with the inclusion of its name in the farm and context in which it appears. 

The Trust Deed 

Copies of the Trust Deed (Including the terms and conditions of the Bands) and a draft (sutyect lo modification) of the supplemental (rust deed referred to in the Extraordinary Resolution set out in this 
notice are available tor inspection by Bondholders at the specified offices of the Paying Agents set out below and at the office ot the Trustee. The Prudential Assurance Company Limited. 142 Hotbom Bars, 
London EC1N2NH. 

The Bonds 


Market Price of the Bonds 


Market Prioe 


31 July 1996 30 August 1996 30 September 199a 31 October 19% 29 November 19% 31 December 1 %n 28 January 1997 

89571V. 9234 "V 94.86'*. 10125".*. 100.38'.; lOOJt'v 


Bondholders should be aware that these prices are indicative only. The Bonds are rarely traded and no liquid market exists. 

Grass Redemption Yield of the 9% Treasury Stock 2012 

Date 31 July 1996 30 August 19% 30Septemher 19% 31 October 1996 29 November 1996 31 December 1 996 

Cross Redemption Yield &15&C 8.146% 7.952V. 7S75V 7.534% 7.647 , i 


28 January 1 007 


Between 1 January 1996 and 28 January, 1997. the highest Gross Redemption Yield (“CRY") on the ° per cent. Treasury Stock 2012 (“917012“) was p.440 percent, (semi annual) and the lowest was 7493 per cent, 
(semiannual). 


At the dose of bud ness on 28 January. 1997 the G RY on the 717012 was 7.655 percent- (semi annual I Assuming that the proposed redemption was based on that GRY. the redemption price of the Bonds at (he 
proposed redemption spread would be 110.43 per cenL of par. 


proposed redemption spread would be 11043 per cent, of par. 

Using (hr highest CRY prevailing between 1 January 19% and 28 January 1997, the redemption pneeon 28 January. 1997 would have been) 03.77 percent, ol par and using the lowest GRYi the redemption price 
on 28january. 1997 would have been 111.89 percent, ol par. 

Directors 

No director of the Company has any Interest In any of the Bonds. 

Faying Agents 

Principal Paying Agent Paying Agent Paying Agent 

KredietbankSLA. Luxembomgeoise Kredietbank N. V. KredletbankN.V, 

43 Boulevard Rove I Arenbere Straat 7 7th Floor, Exchange House 

Luxembourg L-2955 B-1000 Brussels Prim rose Street. London EC2A2HQ 


Luxembourg L-2955 B-1000 Brussels Primrose Street. London EC2A2HQ 

Given by: John hlowlem & Company PLC Dated: 3 February, 1*W7 

THIS NOTICE IS IMPORTANT. IF BONDHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE JN RESPECT OF ANY ASPECT OF THE EXTRAORDINARY 
RESOLUTION THEY SHOULD CONSULT THEIR STOCKBROKER, SOLICITOR. ACCOUNTANT OR OTHER PROFESSIONAL A DV1SER WITHOUT DELAY’. 




Scottish Amicable to 


like brokers, whose market 

share has fallen. 

To cope with the impact 
on profitability, motor insur- 
ers are seeking ways in 
which they can reduce costs 
or add new earnings 
streams. Some already sell 
household and travel Insur- 
ance and a few are consider- 
ing pet insurance. 


press ahead with plans 


By Edward Luca and 
Christopher Brown-Humes 


famil y of Mr Ttermar Pa tight . 

chief executive, 16 per cent 
by the public and the rest by 
three investment funds. 

Henderson Crosth waits is 
sponsoring the issue, which 
is being underwritten by 
Guinness Mahon. Techno- 
p last’s finan cial adviser in 
Israel is Poahm Capital Mar- 
kets and Investments. 


Scottish Amicable, the UK 
mutual life insurer, yester- 
day said it would press 
ahead with plans to seek the 
support of its l.lm policy- 
holders to change its status 
in spite of pressure from 
Abbey National, the UK 
bank, for it to withdraw the 
proposal. 

Abbey National is expec- 
ted to trigger a bidding war 
for the mutual insurer after 
its offer of £l.lbn-£1.4bn 
($2.26bn) was last week 
rejected by directors of Scot- 
tish Amicable. 

In order for its plans to go 
through, Scottish Amicable 
would require 75 per cent of 
policyholders choosing to 
vote for its proposal. 

If successful, Abbey 
National's bid would derail 
Scottish Amicable’s plans to 
shed its mutual status ahead 
of a £ibn-£L5bn flotation in 
three to five years. 

“Surely the directors of 


Scottish Amicable should 
stop the clock and let the 
best offer win,” said Ms Jane 
Ageros, director of corporate 
affairs at Abbey National, 
yesterday. “We think it 
would be unfair to their 
policyholders to send out the 
document before they are in 
possession of full informa- 
tion.” 

Scottish Amicable has 
attracted criticism for offer- 
ing a windfall of just £75m to 
its shareholders compared to 
Abbey National's offer of an 
imm ediate cash pay-out of 
£400m- Abbey National yes- 
terday confirmed that the 
£400m was only a “minimum 
offer” which could be raised 
once it gets access to the full 

financial details. 

Scottish Amicable denied 
yesterday that the group was 
resigned to losing its inde- 
pendence or that it bad 
placed an unofficial reserve 
price on itself ahead of an 
auction. But Union Banque 
Suisse last week calculated 
that a successful bidder 


would need to pay between 

£1.5bn and £2bn. 

A group adviser said “the 
decision is' to press on and 
get our circular out to 
policyholders at the end of 
this week. Ours is the only 
firm proposal on the table. 
We believe policyholders will 
focus on what is at stake in 
the long-term rather than 
what is on offer today.” 

Scottish Amicable's deci- 
sion to push on with the 
directors' plan comes amid 
growing speculation that 
other potential bidders will 
throw their hat into the ring, 
possibly this week. 

Halifax, the UK building 
society, which, is thought to 
be interested in bidding, 
would not comment on its 
intentions. 

Other companies believed 
to be interested in Scottish 
Amicab le are National West- 
minster Bank, Prudential 
and Commercial Union, the 
UK insurers, and Fortis and 
Aegon, the Dutch insurance 
groups. 


Scotia to hive off its 


nutritional products side 


By Clive Cookson and 
Daniel Green 


Scotia, the oldest UK 
biotechnology company, is 
hiving off its Efamol nutri- 
tional products business into 
a separate company within 
the group. 

In a related move, it is set- 
ting up a US subsidiary. Efa- 
mol Nutraceuticals. 

Although there are no 
immediate plans to sell off 
all or part of Efamol, the 
restructuring is bound to 
increase speculation about 
such a move in the longer 
term. 

Scotia, which is one of the 
biggest UK biotech compa- 
nies, will have a net “cash 
burn” of about £24m ($38.9m) 
thiw year, through spending 
on research, development, 
sales and administration. 

With cash reserves little 
more than £30m. according 
to securities house Dresdner 
TUeinwort Benson, the com-' 
pany is likely to want to 
raise money by the end of 
1997 through asset sales, a 


rights issue or large 
lic ensing deals. 

Efamol was the original 
heart of the Scotia group 
founded 20 years ago by Dr 
David Horrobin, who is now 
chief executive. He used 
cash flow from sales of Efa- 
mol evening primrose oil to 
fund research and develop- 
ment of prescription drugs, 
several of which are now on 
the market or in clinical 
trials. 

But during the mid-1990s 
sales of Efamol products 
declined, as Scotia's manage- 
ment focused on the drugs 
business, and competitors, 
such as Roche of Switzerland 
and Merck of Germany's 
Seven Seas subsidiary, 
moved into nutritional oils. 

The most recent Scotia 
accounts show a fall In 
nutritional sales from £4. 4m 
to £3.8m in the six months to 
June 30 1996. 

Mr Michael Barber, who 
joined Scotia in October 1995 
as manag in g director of the 
Efamol business, says the 
“downward spiral" has been 


reversed and nutritional 
sales are now increasing. 

The company is particu- 
larly excited by the pros- 
pects for Efalex, a patented 
blend of tuna oil, evening 
primrose oil, thyme oil and 
vitamin E, launched last 
year "to help maintain brain 
and eye function”. 

Mr Barber says Efalex wfD 
spearhead the new business 
in the US, where it has 
already aroused a lot of 
interest The business plan 
includes direct marketing to 
US consumers and health 
professionals for the first 
time. 

Under the restructuring, 
the Efamol company based 
in Guildford win be responsi- 
ble for operations such as 
production, with which Sco- 
tia has previously dealt. 

Scotia may find it HifHnrtt 
to answer its cash needs 
through the sale of all or 
part of the Nutraceuticals 
side. The business IsHkely 
to take some time to restore 
to the kind of condition that 
commands a good price. 


Shift in fortunes 


sparks bid chatter 


John Authers analyses US mutual fund flows 


E veryone already knew 
that the US mutual 
fund industry pulled 
in more money than ever 
last year. This week it was 
confirmed that it took in 
S324.9bn in net new cash 
flow (new investments 
minus redemptions). 

But with mutual fund 
sales established as one of 
the wonders of the age, 
attention has shifted to the 
pattern of cash flows into 
the industry, and attempts 
to gauge which companies 
attracted the most money. 
Many now seem attractive 
acquisition targets. 

The most talked about 
shift in fortunes last year 
saw almost $9 bn flow into 
the Vanguard S&P 500 Index 
fond, which attempts merely 
to match the performance of 
the index, while almost $6bn 
□owed out of tbe Fidelity 
Magellan fund, which 
remained the largest overall. 

Magellan's difficulties 
were the prime reason for 
Fidelity’s overall sales fall- 
ing behind those of Van- 
guard, although much of the 
money leaving Magellan 
went to other Fidelity funds. 

Away from the giants, the 
fastest growth was recorded 
by PBHG which held $2.9bn 
in assets under management 
at the beginning of the year. 
It attracted $6.6bn during 
1996, making it by far the 
fastest growing manager, 
and putting its sales, 
although not Its total assets, 
in the industry top 10. 

The company attributed 
this performance almost 
entirely to the high ratings 
it received In performance 
rankings. A report in mid- 
year by Upper Analytical 
Services ranked PBHG’s 
fund first over both live and 
10 years. It also benefited 
from a decision to upgrade 
its marketing operation and 
from investors’ strong ten- 
dency to direct their funds 
towards managers who 
showed strong performance. 

They also opted for the rel- 
atively high risk asset cate- 
gories. According to the 
Investment Company Insti- 


tute, equity growth and 
income funds attracted the 
most new cash last year, 
with $65.1 bn. followed by 
"aggressive growth" Kinds 
($55.8bn), and equity growth 
funds ($46.5bn). 

Bond funds saw heavy out- 
flows, with $8.94bn flowing 
out of government bonds, 
and $4.79bn out of mortgage- 
backed “Ginnie Mae" bonds. 
However, high yield or 
“junk” bonds confirmed the 
trend towards relatively 
high risk investments, 
attracting $12.3bru 

At a corporate level, most 
of the leaders in mutual 
fund sales are independent 
of the largest banks and 
securities houses, helping to 
intensify speculation that 
this year will see more 
mergers and acquisitions. 


MANAGEMENT 


The biggest concentrations 
of assets will be staying 
where they are. Fidelity, still 
built on a different scale 
from any of its competitors 
with $453bn in assets under 
management, is privately 
held. Vanguard, which made 
the most new sales this year 
and ranks second overall in 
assets with $246bn. has a 
mutual structure, with each 
fund owning a share of the 
man a g ement com pany Put- 
nam Investments, with the 
second largest sales, is 
owned by Marsh & McLen- 
nan, the international insur- 
ance brokerage, which has 
little or no incentive to sell. 

But managements of 
smaller mutual fund compa- 
nies will have noticed that 
last year's huge fund flows 
will increase the price they 
can command in the M&A 
market. Pricing In any case 
is contentious, as many 
managers are not publicly 
quoted. 

According to Mr Bruce 
Brewington, an analyst with 
Putnam Lovell & Thornton. 


a San Francisco investment 
bank, last year saw a notice- 
able increase in prices using 
the main valuation measure, 
which is proportion of total 
assets under management. 

On this measure, the aver- 
age price paid for fund com- 
panies last year was 2.4 per 
cent of assets - a distinct 
rise on the previous year, 
reflecting the strength of tbe 
market. However, Mr Bre- 
wington suggests this is a 
poor measure, which is wily 
used because it is easily cal- 
culated. and there is a 'rela- 
tive scarcity of information 
about management compa- 
nies. Its most serious flaw is 
that different asset classes 
attract varying management 
fees and profit margins. 

He suggests that fond 
managers should be valued 
on the earnings or rash flow 
multiple, with acquisition 
prices falling within a range 
of 6 to 10 times earnings. 

There are plenty of poten- 
tial acquirers, both in the US 
and overseas. Several US 
commercial banks now 
believe that fund manage- 
ment. with its predictable 
incomes and currently grow- 
ing profit margins, offers a 
good ballast for their earn- 
ings which is less suscepti- 
ble to changes in economic 
conditions than their core 
lending businesses. In partic- 
ular, many are attracted by 
the strong demographic fea- 
tures of the business, which 
is likely to benefit from tbe 
growing number of. post-war 
“baby-boomers" who are 
now appro aching retirement 

Citicorp, now the second 
largest US bank, heaefe the 
field of possible acquirers, 
with Mr John Heed, chief 
executive, telling analysts 
last month that he was con- 
sidering an acquisition to . 
strengthen the hank 's range 
of retirement savings prod- 
ucts. 

But the greatest activity 
may be generated within, the - 
industry. There is. great 
scope for consolidation, with 
almost 6,000 different firndst 

managed by about 656 differ- 
ent companies. ' .*...;. 
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An efficient market? Total return In local currency to 30/01/97 


Algorithms - this year’s model? 
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T he investment com- 
munity is alwavs 
looking for an edge, a 
wonder system for analysing 
the financial markets which 
will provide superior 
returns. 

The problem has been, of 
course, that in classical the- 
ory. the markets are so effi- 
cient that such a search is 
doomed to failure. 

However, while efficient 
market theory certainly can 
help explain why so many 
fund managers repeatedly 
fail to beat the indices, it 
fails to square with most 
people's “common sense" 
view of the world. How, for 
example, does it cope with 
bubbles like the Tokyo mar- 
ket in the late 1980s, or with 
the consistent outperform- 
ance of Warren Buffett? 

Recent academic analysis, 
with the help of high-pow- 
ered computers and high fre- 


quency data, has shown 
market anomalies which 
could, in theory, be profit- 
ably exploited. For example, 
the distribution of market 
movements does not con- 
form to a traditional “bell 
curve” but displays instead 
“fat tails" - periods of 
higher than normal volatil- 
ity. 

A new book*, written by 
partners of the Paris-based 
Intertek consultancy, looks 
at the progress made, both 
in theory and in practice, 
towards producing a usable 
model of the markets. Some 
of the theoretical founda- 
tions of efficient market the- 
ory are being demolished. 

For example, efficient mar- 
ket theory requires perfectly 
informed investors with the 
same aim of maximising 
profits. In fact as the authors 
suggest, market participants 
are hetero- rather than 


homogeneous Individuals, 
who do not share the same 
time horizons, risk profile or 

motivation. “Market partici- 
pants do not make perfect 
all-encompassing evalua- 
tions of risk and return, but 
act on imperfect knowledge 
and unde* constraints." 

But while academics seem 
to have decided the market 
does contain inefficiencies, 
they have not developed an 
all-encompassing theory to 
explain why asset prices 
move as they do. Chaos the- 
ory may have entered into 
popular parlance but the 
authors report that “most 
interviewees simply fee] that 
the theory is conceptually 
too complex to find much 
application in finance 
today". 

Instead, they have concen- 
trated on producing adaptive 
techniques, such as neural 
networks and genetic algo- 


rithms, which can be used to 
predict short term move- 
ments. These match a gener- 
alised model to past data and 
then constantly shift it to 
reflect new information. 

Neural networks attempt 
to mimic the learning pro- 
cesses Of the human brain; 
genetic algori thms use tech- 
niques based on the laws of 
evolution. 

No-one has yet produced 
the miracle model which will 
replace George Soros. The 
authors report that First 
Quadrant, a California-based 
group, have found that 
genetic algorithms improve 
their performance by 50 
basis points a year, which 
would be extremely useful if 
maintained over the longer 
term. 

Modest goals, such as 
improving the performance 
of the average trader, is 
probably about as much as 


can be hoped for from these 
models in the short term. 
Most academics point out 
that “earning excess returns 
is not easy; the market is 
quite efficient, non-linear 
relationships are difficult to 
ascertain and patterns, once 
discovered, tend to go 
away.” 

There are also dangers. 
The book records that Dr 
Norman Packard of the Pre- 
diction Company, which pro- 
duces computer-based fore- 
casts for Swiss Bank 
Corporation, says the main 
problem is not the statistical 
success of forecasting but 
the variance of predictions. 
“In other words, one can cer- 
tainly make money over 
time, but the residual risk 
that local losses might 
exceed credit limits is still 
high." 

And Mr Christian Dunis, 
head of the quantitative 
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Cash 

Week 

Month 

Year 

0.10 

0.46 

5.13 

0.01 

054 

0.72 

056 

056 

355 

056 

058 

4.44 

0.14 

0.62 

9.44 

0.12 

0.52 

6.15 

Bonds 3-5 year 
Week 0.15 

0.17 

0.05 

053 

-0,56 

-0.18 

Month 

0.10 

051 

051 

0.73 

092 

1.05 

Year 

2.68 

559 

7.07 

9.41 

19.64 

656 

Bonds 7-10 year 
Week 0.00 

0.46 

-054 

-051 

-0.83 

-0.68 

Month 

-0.49 

1.63 

0.95 

154 

150 

0.78 

Year 

Q.40 

9.16 

7.97 

1255 

29.19 

756 

Equities 

Week 

0.7 

- 1.6 

-0.3 

1.6 

^-3.4 

-1.0 

Month 

45 

-8.9 

5.1 

8.0 

17.4 

+2.9 

Year 

27.0 

-14.8 

245 

315 

245 

+175 


Source a a t uiM m 


Source: Cash & Bonos - LetHtian Brothers. EquRtes-O FT/Exm toda* UrM. 

The FT/S&P Actuaries World tndteas an foirtfy owned by FT-SE International 
Unwed. Goldman seem & Go., and Sanaa & Poor's. 


research and trading group 
at Chemical Bank in Lon- 
don. remarks that “unless 
linked to a sound trading 
model, it is possible to have 
a good forecasting model 
that loses money”. 

More fundamentally, the 
swift development of the 
financial markets may mean 
that the widespread use of 
such models alters the 
nature of the markets them- 
selves. One possibility fore- 
seen by Mr Blake LeBaron, 
associate professor of eco- 


nomics at the University of 
Wisconsin, is that forecast- 
ing techniques based on 
adaptive methods will make 
markets more efficient, wip- 
ing out the last bit of fore- 
casta bill ty. 

The chances are. however, 
that the Holy Grail of the 
perfect model will remain 
out of reach. Just when 
investors have solved the 
riddle, the question itself 
nil! change. In a more scien- 
tific summary, Mr Suran 
G oonat Hake, researcher at 


the University College Lon- 
don computer science 
department, believes that 
whatever modelling 
approach is taken, it will be 
valid only for a limited 
period of time; machine- 
learning procedures cannot 
handle the constant shocks 
to the system. 

* Modelling the Market: 
New Theories and Tech- 
niques by Sergio Focardi and 
Caroline Jonas, published by 
Frank J Faboazi Associates of 
Pennsylvania, 215-59^8930. 
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Lack of 
consensus 
on KLM’s 
third quarter 




Compiled By AFX News 


ELM. the Dutch Airline, will 
tomorrow report third quar- 
ter results to December. 
Analysts are forecasting a 
range from a net loss of 
FI 2lm to a net profit or 
FI 24m ($ 12 . 9m) down from 
profits of FI 102m a year ago. 

Mr Thibaud de Guerre, 
analyst at 1NG Barings 
Research, expects net profit 
of FI 12m. Operating profit is 
likely to fall to FI Urn 
(FI 56m). largely as a result 
of increases in fuel prices. 

Mr Hendrik Jan Boer, ana- 
lyst at IRIS, is forecasting a 
• ; third quarter net loss ol 


FI 2lm and an operating loss 
of FI 16m. “Not only have 
fuel costs risen 30 per cent 
on an annual basis, but 
there will also be a sharp 
increase In personnel costs." 

At the time of its interims, 
KLM said it expected full- 
year net income to decrease 
by about FI 150m, excluding 
any provisions for costs of 
its Focus 2000 restructuring 
programme, aimed at reduc- 
ing costs by Fllbn while- 
boosting revenue by FI 500m 
In the next three years. 

Net profit in the year to 
March 1996 was FI 547m. 

Mr Henk Brouwer of rtank 
Bangert Pontier said that 
speculation of a possible link 
between KLM and Swissair 
may be fueling positive ana- 
lyst sentiment. 

AFX News. Amsterdam. 


■ SKF of Sweden, the 
world’s largest manufacturer' 


of roller bearings, is expec- 
ted to report on Thursday 
pre-tax profits of between 
SKr2.22bn and SKr2.51bn 
($348m) for 1996, compared 
with SKr3.33bn in 1995, 
according to a survey of 21 
analysts. 

The average market expec- 
tation is for profits of 
SKr2J9bn, according to the 
survey carried out by SIX 
Market Estimates. Analysts 
say the fall is a result of 
sluggish demand in the 
European automotive indus- 
try and increasing price 
competition on bearings. 

The company warned of 
price pressure in the third 
quarter and analysts said 
aggressive pricing by Japa- 
nese producers trying to 
gain market share in Euro- 
pean markets had ensured 
that that pressure had con- 
tinued. 

The market will be looking 
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for evidence of a pick-up in 
European demand and for 
more details of restructuring 
measures the company has 
indicated it win carry out 
AFX News, Stockholm. 


■ Sony Corporation is 
expected to report on 


Wednesday pre-tax profits of 
between Yl24.5bn and 
Y130bn (*l.07bn) for the 
third quarter to December 
31, up from Y732bn. 

Analysts said that along 
with the expected strong 
earnings growth, they will 
be looking to see whether 


Sony takes the opportunity 
to disclose an upward revi- 
sion to its pre-tax profit fore- 
cast of Y220bn for the year 
to March. 

Analysts said Sony was 
likely to have continued to 
enjoy firm demand for digi- 
tal consumer electronics 
such as camcorders and 
mini-disc products while It 
main tained its competitive 
advantage over rivals in 
areas such as lithium-iron 
batteries and home video 
game hardware sales. 

In its entertainment divi- 
sion, Sony is likely to see a 
rise In revenue from licen- 
sing of television pro- 
grammes, making up for 
slow revenue growth of the 
movies division. 

Above all, however, it will 
be the weaker yen that is 
expected to give profits a 
strong lift, with Sony's 
in-house exchange rate set at 


YU0 for the quarter, down 
from Y101 a year earlier. 

AFX News. Tokyo. 


■ Imperial Chemical Indus- 
tries reports final results on 
Thursday and investors 
should find out whether the 
shares' long underperform- 
ance has been justified. Pre- 
tax profits, which were 
£95 lm for 1995, will do well 
to rise above £600m for last 
year. All eyes will be on cur- 
rent trading - whether 
demand has picked up and 
whether the prices of raw 
materials and ICTs products 
such as polyester film, are 
rising. 


joint company with Carlton 
and Granada to bid for the 
right to launch digital terres- 
trial television was 
announced on Friday. The 
City is now waiting for fur- 
ther news on digital satellite 
television plans and on prog- 
ress in discussions with film 
studios and football clubs 
about pay-per-view televi- 
sion. 


■ British Sky Broadcasting, 
the satellite television ven- 
ture, is expected to 
announce on Wednesday 
interim pre-tax profits of 
about £130m, compared with 
£106.3m. The formation of a 


■ Pace Micro, the manufac- 
turer of digital satellite tele- 
vision receivers, is expected 
to announce interim profits 
tomorrow of more than £ 10 m 
and pay a maiden dividend 
of lp. 

The group, which has shot 
to a market value of about 
£480m since its June flota- 
tion. has carried out trials 
for digital terrestrial televi- 
sion which is expected to 
provide further impetus to 
the market for decoders: 
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No middle ground for Telefonica 


Bookbuilding starts today 
for the Pta600bn ($4.4bn> 
issue of 21 per cent of Tele- 
-fdnica that will mark the full 
privatisation of Spain's tele- 
coms operator. The problem 
faring the global co-ordina- 
tors - Morgan Stanley of the 
US and Telefdnica’s three 
financial partners. Banco 
Bilbao Vlzacaya, Argentaria 
and La Caixa - is how much 
can be allocated to Interna- 
tional institutionS- 

This is a complex question 
because the prospectus 
includes a caveat that can 
significantly alter the struc- 
ture to favour the home mar- 
ket and because Mr Juan 
Villalonga, Telefonica’s 
chairm an , has indicated that 
this is exactly the sort of 
weighting he wants. 

What is already clear in 
the final week of the pre-reg- 
istration period is that the 
disposal has taken on an 
unp recedented momentum 
for domestic markets, 
prompting talk that 


“people’s capitalism” has 
arrived in Spain. More than 
lm gmaii Spanish investors 
have signalled that they 
want to buy shares in the 
operator, double what Tele- 
fonica expected. 

TelefOnica has proved an 
irresistible draw because its 
share price has soared In the 
past months and because 
s mall investors are offered a 
4 per cent discount on the 
issue price and a l-for-20 
scrip share if they keep their 
shares for 12 months. The 
retail trade is being urged to 
seize “the last opportunity" 
to buy stock in “Spain's big- 
gest multinational” at such 
terms. 

As the bookbuilding pro- 
cess starts the co-ordinators 
have reason to worry that 
although Telefonica stock 
should also be a dear buy 
for international institu- 
tions, they may end up hav- 
ing little to sen. 

This is frustrating because 
Telefdnlca is uniquely 


appealing at present with its 
stock trading on a p/e of 
15.5-16. The consensus 
among analysts is that its 
ear n i n gs will grow at 
between 16-20 per cent over 
the next five years. 

The offer document 
reserves 50 per cent of the 
issue far institutions with a 
twinlTnuTn g per cent allo- 
cated to Spanish institu- 
tions. But the prospectus 
also says this structure can 
be altered to raise the per- 
centage to 60 per cent if a 
majority of the coordinators 
agree there Is sufficient 
demand among wmair Span- 
ish investors. 

Mr Villalonga, who wants 
as many shareholders as 
possible to ensure client loy- 
alty when the Spanish tele- 
coms market is liberalised at 
the end of next year, has 
indicated that he would be 
delighted If up to 75 per cent 
is sold in Spain. Such a 
weighting is possible if the 
tranche for domestic institu- 


tions is increased and if the 
over-allotment or “green 
shoe" tranche is routed 
towards Spanish investors. 

The domestic equity mar- 
ket would welcome such a 
structure as a clear signal 
that it had come of age in 
terms of volume. The timing 
is perfect as domestic funds 
are both growing fast - the 
volume of fluids under man 
agement grew by more than 
50 per cent last year to 
PtalS,700bn - and also, due 
to falling interest rates, 
switching rapidly to equity 
investments. 

When the allotments are 
announced on February 17, 
will Telefonica and its coor- 
dinating banks dispense 
with the stabilising after- 
market presence of a strong 
international institutional 
tranche? Such a bold deci- 
sion admits no middle 
ground; a 75-25 split will be a 
triumph if the price holds up 
and a disaster if a lot of 
stock comes back. 
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REPUBLIC OF GHANA 


Divestiture of State-Owned Enterprises 
Gliksten (West Africa) Limited 


The Divestiture Implementation Committee (DIC), acting on behalf of the 
Government of Ghana, has appointed Cal Merchant Bank Limited as consultants to 
provide advice in connection with, and ultimately to implement the divestiture of 
Gliksten ("West Africa) Limited, 


Enterprise Profile 


Gliksten, a timber and wood processing company, has a large concession of 
over 1,000 square kilometres located in the Western Region of Ghana. It 
started operations in 1 947 at Sefwi-Wiawso, as a logging firm. 

The company now operates a sawmill and plymill producing lumber, veneer 
and plywood for the local market and for export. The sawmill and the plymill 
have an annual capacity of 25,000 cubic metres and 5,000 cubic metres 
respectively. 


Letters of Interest 

Interested investors (both local and foreign) are hereby invited to submit written 
letters of interest by no later than Friday March 14, 1997 at 5.00pm. Letters should 
contain: 

♦ a description of the investor’s commercial activities and 

♦ recent information on the investor’s financial state of affairs. 


All enquiries and letters of interest should be addressed to: 



PROJECT LEADER-OLIKSTEN PROJECT 
CAL MERCHANT BANK LIMITED-45 INDEPENDENCE AVENUE 
P.O. BOX I4596-ACCRA, GHANA 
TEL: 233-21- 221056 / 221087/ 221091 / 222345 
FAX: 233 21 231913/231104 


The DIC and Cal Mercham Bank Umiied reserve the right to extend the deadline for the receipt of letters 
of interest, reject any letter of interest without stating the reasons for doing so. or cancel this invitation. 
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The quarterly warnings 
season has been going well 
in the US: for every company 

delivering profits that fall 

short of expectations, there 
have been two delivering 
better than expected 
earnings. By now, however, 
nearly all the companies 
whose stocks constitute the 
Dow Jones Industrial 
Average have reported their 
results, so the stock markets 
are likely to rejoin the bond 
markets in focusing on the 
US economy. 

The highlight of the week 
will be the meeting of the 
Federal Open Market 
Committee tomorrow and 
Wednesday, at which 
policymakers will consider 
whether they need to lift 
interest rates to keep the lid 
on inflation. 

Economists think the Fed 
will leave rates unchanged, 
based on the view that an 
impending slowdown in US 
economic growth will ease 
inflationary pressures. If the 
Fed surprised the market 
with an increase, it would 
almost certainly be confined 
to 25 basis points. 

Another key event will be 
the publication of 
employment figures, a 
closely-watched indicator of 
inflationary pressures. The 
January figures are due on 
Friday, and the market is 
looking for a benign report 
the consensus forecast of 


Wsst 




SB^SOT'Stt 


analysts surveyed by MMS 
International is for a rise of 
195.000, down from the 
Increase of 262.000 in 
December. Hourly earnings 
are expected to have risen 
by 0.3 per cent, down from 
0.5 per cent in December. 

Other statistics include 
today's publication of the 
National Association of 
Purchasing Management 
index of manufacturing 
activity: analysts expect the 
figure to fall from 
December’s 53.8 per cent to 
53.1 per cent in January. 
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Grain volatility under review 


The exceptional rise and fall 
in world grain prices during 
1996 has contributed to fears 
that prices are becoming 
more rather than less vola- 
tile. 

The question will be dis- 
cussed later this week when 
the intergovernmental group 
on grain meets at the UN 
Food and Agriculture Organ- 
isation headquarters in 
Rome. 

Sharply rising prices in 
the first half of last year 
meant that by July Wheat 
prices were double what 
they had been a year earlier. 
Prices then dropped just as 
suddenly in the second half 
of the year. 

The fluctuations were far 
greater than the normal sea- 
sonal patterns. 


A paper by the FAO's com- 
mittee on commodity prob- 
lems, looking at the impact 
of the Uruguay Round of the 
Gatt talks on grain prices, 
will farm the basis of the 
debate. 

The paper explores 
whether the 1996 price surge 
can be attributed to the 
changes in the international 
trading environment if 
greater price instability is 
likely in coming years. 

It paints out that policy 
makers had expected the 
new trading environment to 
moderate price fluctuations. 
The paper suggested that 
since the impact of the Uru- 
guay Round had yet to have 
much weight, it was too 
soon for that to be the cause 
of the volatility. 


CROSS BORDER M&A DEALS 


BDDBVINVESTOR 
CStJc (China) 

Onex (Canada) 
IngersoU-Rand (US) 
Agco (US) 


CLP (HK) 

Unit Of AO Smith (US) 
Newman Tonks (UK) 
Fendt (Germany) 


Imperial Tobacco (UK) Rfcda (N'lands) 


Car parts 


Agricultural 

machinery 

Cigarette 

papers 


Sun Healthcare (US) 
HaBburtan (US) 

Donaldson Lufkin & 
Jenrette (US) 


Ashbourne (UK) 

OGC Inti (UK) 

Phoenix Securities 
(UK) 


Williams Holdings (UK) Fymetics (US) 


Senior En gineer i ng (UK) Ketama A & E (US) 


OR & gas serve 
Banking 

Detection 

systems 

Aerospace parts 


Via Flexonlcs 
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CONTRACTS & TENDERS 



BANKRUPTCY 

FORNI ED IMPIANTT INDUSTRIAL! INGG. 

DE BARTOLOMEIS SPA 

COURT OF MILAN FASC. 61258 
JUDGE DOTT. SS A MAGDA CRISTIANO 

The above mentioned bankmptcy is to sell the whole business complex pertaining 
to the company bankruptcy and constituted by trademarks, patents, technical 
know-how, office furniture and equipment, yard equipment, motorcars, equity 
interests, and whatever set up for the design, the building and the management of 
plants in the sector of operation, sewage disposal and waste processing. 

Interested parties are invited to send their communications of interest to the 
bankruptcy receiver. Dr. Angelo Cas6, Via Bigli 21, 20121 Milano, by registered 
letter, postmarked no later than 20 February 1997. 

Interested parties will have to give evidence of enrollment in the Albo Nazi on ale 
Costruttori, for unlimited amount, section 12a and 12b (non-Italian nationals will 
have to give evidence of equivalent requirements). 

Further information may be obtained from the Bankruptcy Receiver (Tel: 
+39/2/76013941 - Fax + 39/2^781714). 






With the economic winds 
from the US continuing 
favourable, German markets 
enter this week in fairly 
buoyant mood. 

News of the rapid US 
growth rate at the end of 
last year is unlikely to 
disturb the dominantly 
bullish mood in German 
equities, since placid 
inflation holds little threat of 
interest rate rises. 

The sharp increase in 
shares of big Insurance 
companies, notably Allianz, 
after analysts' positive 
yq««pTnin Anris tinng- and 
Friday's announcement of 
steeply higher profits at the 
SAP software concern, kept 
the DAX blue chip index 
above 3,000. 

Today, the once-battered 
MetaUg esellschaft will give 
details of results for the year 
to September 30 1996 and 
present a progress report on 
the early months of 1996-97. 

The company has already 
said that profits for 1995-96 
were 70 per cent higher bat 
investors will be keen to 
know how bright its 
prospects remain and how it 
intends to integrate its 
pianneri industrial 
acquisition. Agiv. 

On Thursday, another set 
of grim unemployment 
figures is due. These are 
expected to reach a new 
post-war German recced, 
with cold winter weather 




aggravating the effect of 
slack economic recovery. 

Mr Bernhard Jagoda, head 
of the federal labour office, 
said January’s jobless figure 
would certainly be hi gher 
than the December level of 
4.15m GOA per cent of the 
workforce). JJ>. Morgan 
reckons with a headline 
(non-seas onally adjusted) 
figure nf 4-fim. 

Production figures far 
December are also expected 
this week, with Paribas 
forecasting a monthly 
decline of at least 2 per cent 




The volatility of Tokyo share 
prices last week reflected the 
fragility of market 
sentiment, as stocks plunged 
then soared on comments by 
senior Japanese and 
American officials and 
market rumours. 

Most *gT»ug was the 
reaction on Friday to 
comments by Mr Alan 
Gre enspan, cln u r TTiaw of the 
US Federal Reserve, that the 
Japanese were too 
pessimistic about their 
economy. 

Share prices surged 2 per 
cent on the news, driving 
the Nikkei 225 back above 
18)000 to close at 18330.01, 
up 33 per cent on the week. 

Earlier in the week, stocks 
plunged on further 
indicati ons that the ‘ 
government had no plans to 
support the market 

in tiie lead-up to the 
Mamh 3i business year-end, 
trading is likely to become 
more volatile as domestic 
corporations step up sales of 
shares to secure profits 
ahead of book-dosing. 

From April l, sales tax wm 
increase from 3 per cent to 5 
per cent Together with 
increases in income tax and 
social security contributions, 
also Included in the fiscal 
1997 budget, this will almost 
certainly hit growth in 
tymaimip Hon , economists 
note. And the weakening of 
the yen against the dollar 



will drive up prices of 
imported goods, further 
d e pressing sentiment 

Stock performances axe 
reflecting these fectors. 
There is strong demand for 
export-orientated issues but 
domestic sectors such as 
retailing and property have 
b oon languishing . 

Bonds, meanwhile, are 
likely to move In a tight 
range following last week’s 
reaffirmation by Mr Yasub.. 
Matsushita, Rank of Japan 
governor, of continued 
rock-bottom interest rates. 
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It suggests that “while the 
initial stages of trade 
liberalisation under the Uru- 
guay Round could have 
some price destabilising 
effects . . . trade liberalisa- 
tion in the longer run should 
probably have a stabilising 
effect on commodity prices". 

However, it does suggest 
that one influence has been 
the decline in government 
carry-over stocks since the 
high levels or the mid-1980s, 
in part related to Gatt, 
which would tend to make 
prices more volatile. 

The paper suggested it 
might be desirable for coun- 
tries to maintain “appropri- 
ate levels of food stocks" 
which would be consistent 
with commitments under the 
Uruguay Round. 


VALUE COMMENT 

$2J?bn HK reshaping 

$62 5m Expansion 

$384m Trumps FKI bid 

$321 m Seeking compet- 

itive edge 

$309m Buy from Swiss 

8159m Unconditional 

£121 m Agreed offer 

est $84m Boutique buys 

continue 

$24. 8m Cash plus debt 

deal 


Most leading European 
bourses ended Friday firmly 
on the upside, notably Paris 
- which pushed forward 
determinedly into new 
all-time territory. 

PARIS 

The French corporate scene 
has fizzed with stories lately 
and the next few days look 
capable of maintaining a 
heady pace. 

Full-year results are due 
from Havas; there are sales 
figures from Peugeot, Casino 
and Promodes; and hotels 
giant Accor starts a Euro- 
pean roadshow. 

The results season is now 
in full swing. If the broad 
trend so far has been 
towards on-line earnings, the 
absence of nasty surprises 
has been a clear bonus and 
the Paris stock market has 
been in Olympian form. 


Helped by another central 
bank trim in money market 
rates and a strong dollar, the 
leading CAC 40 index 
punched through the 2,500 
level 

Alcatel Alsthom scooped 
up the share price perfor- 
mance prizes last week, but 
Accor was right behind the 
defence and electronics 
leader. The hotels group, 
number four in the world 
rankings in terms of beds, 
was subject to both takeover 
rumours and broker buy 
notes. 

The latter have been con- 
centrating on Accor's big 
French-based business and 
the recent weakness of the 
franc, i-ghtnan Brothers has 
a target price for the shares 
some 20 per cent above the 
present value. 

The company holds a 
series of analyst meetings, 
starting in Paris today. The 


Havas results emerge on 
Thursday, along with Peug- 
eot and Promodes turnover 
figures for 1996. 

The bourse is widely seen 
as fairly valued by the brok- 
ing community, and with 
one eye on Wall Street, most 
commentators are braced for 
a short-term correction. 

But many analysts suggest 
that the c u rre nt restructur- 
ing and stock selection 
themes stall have a long way 
to run. 

ZURICH 

Drugs optimism in Zurich 
should be maintained this 
week, with Roche meeting 
analysts today. The group 
has been linked with all 
sorts af takeover speculation 
recently on which it has res- 
olutely refused to comment. 
Last month the shares rose 
more than 19 per cent 




Meanwhile, Alusuisse is 
scheduled to announce full- 
year results today. 

AMSTERDAM 

Dutch shares turned in one 
of the shakier European per- 
formances last week, easing 
lower in thin volume, and 
the cautious mood was main- 
tained on Friday. 

kt.m announces third- 
quarter results tomorrow 
(the broker consensus is for 
a modest net loss) and puts 
out January traffic figures 
on Friday. 

HONG KONG 

Investors are expected to 
remain on the sidelines in 
this holiday-shortened week, 
writes Louise Lucas m Hong 
Kong. The exchange is 
closed Thursday and Friday 
for the lunar new year. 




Most activity is likely to 
come from the banking sec- 
tor. where the full-year 
results season kicks off. this 
week, and from utilities, 
which have become, a. big 
talking point following last 
week's acquisition of 20 per 
cent of China Light and 
Power by the Hong Kong- 
listed aim of Beijing's main 
Investment agency, Citlc 
Pacific. 

The deal helped refocus 
attention on Hongkong Tele- 
com, pushing the shares 
higher. Speculation has been 
rising that a Chinese buyer 
will be found far part of the 
controlling stake held by the 
UK’s Cable and Wireless. ,. 

Beyond those themes, a 
note of caution is entering 
the market. Merrill Lynch, 
for example, has been , cau- 
tious over the abort tonn es 
index volatility rises and ' Mr 
value is seen in prices.- 
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Eurostat, FOMC and G7 set to move currencies 




This week will be dominated 
by a series of official meet- 
ings. Today Eurostat, the 
statistical wing of the Euro- 
pean Commission, gives its 
verdict on the accounting 
methods some countries are 
using to ensure they qualify 
for the single currency. 

The report - dealing with 
issues such as gold sales, as 
in the case of Belgium, and 
the imposition of a one-off 
Income tax, as in the case of 


Italy - is likely to have a 
crucial bearing on which 
countries are eventually 
allowed to take part in mon- 
etary union. 

The report will probably 
focus on broad Issues, rather 
than naming any particular 
countries which may be 
using especially imaginative 
techniques to massage their 
debt levels and budget 
deficits. 

Currency markets are 


likely to be affected by Euro- 
stat’s findings, if the report 
rejects many of the methods 
used, then the D-Mark is 
likely to benefit, while the 
lira and peseta would suffer. 
But if it accepts the treat- 
ments, then the D-Mark 
could weaken. 

The US Federal Open Mar- 
kets Committee meets 
tomorrow and Wednesday, 
amid speculation that US 
interest rates could be 


raised. A rate rise could 
benefit the dollar at the 
expense of the D-Mark and 
yen, although it could hit US 
asset markets. 

The spectacular rise and 
subsequent falls of the 
pound, and what they mean 
for the UK economy, will 
come under scrutiny on 
Wednesday when Mr Ken- 
neth Clarke, UK chancellor, 
and Mr Eddie George, gov- 
ernor of the Bank of 


England, meet to discus 
interest rates. 

Finance ministers and qm-. 
trai bankers from the Gkoqp 
of Seven leading industrial 
Used nations meet in Berlin 
on Saturday. ’. ~ - . 

European monetary anion 
is likely to be on the. 67 
agenda, but. after last week’s 
gyrations in the currency 
markets, so too will be the 
desired directions of .the yen, 
US dollar and the D-Mark. 
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Latin America steps up pace 


Asian economic growth rates 
are tapering off as Latin 
America's edge upwards. 
T ha t is i parting some emerg- 
ing market fund manag ers to 
bet that portfolio ftrnds will 
switch heavily into Latin 
American equities in 1997. 

Asia's leading economies 
are likely to have slower 
gross domestic product and 
corporate earnings growth 
for the second year running, 
say economists - with the 
exception of China. Vietnam 
and the Philippines. 

In contrast, Latin America 
is expected to achieve its 
fastest GDP growth since 
1992. 

Stock market price/earn- 
ings ratios range from nine 
in Venezuela to 15 in Chile, 
compared with a range of 
between 15 and 22 in south- 
east Asia, and more than 40 
in Japan, which explains 
why many American 

bourses are considered bar- 
gains. 

The upshot, say emerging 
market specialists. Is that 
portfolio funds will switch 
increasingly to cheaper 
Latin American bourses. 

In addition, even the Asian 
countries that are growing 
fast are viewed warily by 
fond managers. 

The two Chinese stock 
markets open to foreign buy- 
ers are considered worry- 
ingly volatile by many port- 
folio investors. 


Latin America outperforms 

lndk>33+ebeaedln$ terms 
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Meanwhile, Manila seems 
expensive on a price /earn- 
ings ratio of 20 and Vietnam 
does not yet have a stock 
market. 

Latin American stocks 
rose by 15 per cent in 1996, 
compared with 3.5 per cent 
in Asia, according to the 
International Finance Corpo- 
ration emerging market 
index. As the chart shows, 
the trend sharpened during 
January. 

Mr Paul Luke, head of 
emerging markets at Deut- 
sche Morgan Grenfell In Lon- 
don, said: “We are seeing the 
first signs of Asia-sclerosis. 
There is going to be a strong 
shift of flows to Latin Amer- 
ica during the year." 

DMG predicts that the 
average value of Latin Amer- 
ica's stocks will rise by 25 


per cent in 1997, compared 
with 15 per cent In 1996. 

But at the same time 
inflows will be boosted by up 
to US$12bn of privatisations 
in Brazil during the year and 
state sell-offs elsewhere in 
the region, it says. 

Most of the privatisations 
will be in the utilities sector, 
which is generally consid- 
ered to be undervalued by 
domestic investors. 

In Mexico, where DMG 
expects the stock market to 
rise by as much as 75 per 
cent in 1997, the recovery of 
b anking stocks in the after- 
math of the 1994 "Tequila 
crisis" should also attract 
stronger investment flows. 

Inflation in Brazil, which 
fell from 2,000 per cent in 
1994 to 12 per cent by Decem- 
ber 1996 under the Real cur- 
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Week on week movement Month on month movement 
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Year to date movement 
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Thailand (29) 
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rency plan, should encour- 
age investors, say econo- 
mists, as shntiTri the stabilis- 
ation of Venezuela's 

economy under an Interna- 
tional Monetary Fund pro- 
gramme. 

Mr Richard Gray, 

vice-president of emer ging 
markets at Bank of America 
in London, says: "We expect 
most of Asia to continue to 
suffer from high current 
account deficits and falling 
export growth in 1997. Latin 
America's GDP growth could 
possibly overtake south-east 
Asia’s in 1997.” 

Analysts say US institu- 
tional investors will be 
encouraged to switch from 
Wall Street to Latin America 
by the likelihood that Stan- 
dard & Poor's will award 
Mexico and possibly Vene- 
zuela investment grade rat- 
ings. Other countries, nota- 
bly Brazil, are expected to be 
pushed up a notch. Some US 
mutual and pension funds 
are debarred from putting 
money into non-investment . 
grade countries. 

The widely expected slow- 
down in the US stock market 
In 1997, and the steepening 
of the US Treasury yield 
curve in anticipation of a 
rise in interest rates, is also 
expected to boost portfolio 
outflows to emerging mar- 
kets during the year. 

However, If the US Federal 
Reserve raised rates by more 
than 50 to 75 basis points 
during the year, there could 
be a net reduction of funds 
going to emerging markets. 
Most economists consider 
thig unlikely. 

Mr Amab Banerjl, chief 
investment officer at Foreign 
& Colonial Emerging Mar- 
kets in London, said: “There 
probably will be a shift of 
funds to Latin America, but 
only if global liquidity 
remains strong. 

"Much of this will depend 
on how steep the rise is in 
US interest rates and 
whether there continues to 
be a net outflow of funds 
from Japan,” he said. 

Other potential pitfalls 
indude the outcome of mid- 
term elections to be held in 
Mexico and Argentina this 
year. Some fear these will 
show voters are distrustful 
of the social costs of eco- 
nomic reform. 
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NOTICE OF PARTIAL REDEMPTION 
lb Holders of 

DOMUS MORTGAGE FINANCE NO.1 PLC 

£100,000000 

Mortgage Backed Floating Rate Notes due 2014 

Notice Is hereby ghren that ta aca a rria ncetalhConrMota 5(b) ■naiecMtwNcMB.tha 
toner hereby gives notice to rariaam £700.000 principal amajnt erf htalus. f la tte d 
rarxtoritiy aade tr te d batawi The dale eat tar the inandatory redemption te tire rati 
coupon payment dale being. March 10. 1997. and 9w None wd be redeemed ai the* 
principal amount pkre accrued fetaraoL Payment n«1 be made agalnRHiiwidgr at the 
taxes. togrthw with an appurtenant Coupons nutirtig altar Bm dale set tor 
redemption at ihe offices ot the Ftaytog Aperts, named on lie Notes. On and after 
March 10. 897. the redeemed Notes aril caaae to accrue tatoreft- 
The wixunol any rinsing orentexed Cowarn write detected tarn ihe aun Am lor 
payment Any amount of pttadpal ao detected wft be paU against surrender of In 
rotative tntostag Coupons mtdntiveyeere tom the detertipxyireirti. The redeemed 
Mbs wS become void infesa presented (or payment vrilhta ten yearn at tiie 
r ed emption date. 

Tha nominal amount that «■ be outstanding after toe Notes feted below have been 
redeemed Is £15400000. 

The Sartai Numbem drawn tor mandttioty redemption am as totem: 

354 418 997 GT1 757 7B7 B40 

By: The Chase Manhattan Bank 

London, Prtodpal Plying Agent APUAOP 

and Rateranca Agent 

Primary 3. 1997 
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The strong response of US 
anH European bond markets 
to news on Friday that US 
infla tion was heading down- 
wards was an unmistakable 
vote of confidence that the 
US would not raise interest 
rates when the Federal 
Reserve meets tomorrow. 

With the GDP deflator, a 
general measure of inflation, 
failing to its lowest level 
: since 1967, few were pre- 
pared tO entertain parallele 
with February 1994 - when 
the Federal Reserve trig- 
gered a 12-month global bear 
market by unexpectedly rais- 
ing interest rates. 

The slowdown in price 
growth (with the GDP defla- 
tor failing to 1.8 per cent 
from 2 per cent the previous 
quarter) and news earlier 
last week that the US 
employment cost index had 
risen by lews than expected 
combined to lift markets on 
both sides of the Atlantic at 
the end of a lacklustre week. 
Some traders were even say- 
ing that the US was entering 
a period of non-inflationaiy 
high economic growth. 

"It now seems almost cer- 
tain that the Federal Reserve 
will not increase Interest 
rates when it meets [tomor- 
row and Wednesday 1" said 
Mr Adrian S chmi dt, senior 
economist at Chase Manhat- 
tan in London. "Mr Green- 
span [chairman of the Fed- 
eral Reserve] will want to 
wait for evidence of strong 
growth in wage rates before 
he moves on interest rates.” 

With US Treasury prices 
advancing almost a point 
and strong gains across the 
board in Europe, bond mar- 
kets were betting that US 
interest rates would remain 
unchanged until at least 
n/fanrh 25, the next trmp the 
Federal Open Market Com- 
mittee meets. 

Few seemed to place much 
emphasis on news that US 


economic growth accelerated 
to 4.7 per cent in the last 
quarter of 1996 - well in 
excess of the 4.2 per cent 
forecast by most investment 
houses. 

Economists noted that the 
rise in GDP growth had not 
been accompanied by any 
corresponding growth in 
wage costs. 

“There is a lot of insecu- 
rity in the US jobs market 
which is Hel ping breakdown 
the old relationship between 
economic growth and wage 
costs,” said Mr Philip Shaw, 
chief economist at Union 
Discount in London. 

“Unless something dra- 
matic happens we are not 
expecting a move until the 
second quarter of the year at 
the earliest" 

Not everyone, however, 
shared the market’s unquali- 
fied optimism. Mr Eric Fish- 
wick, international econo- 
mist at Nikko Europe in 
London, believes there is a 
one-in-three chance Mr 
Greenspan will raise rates 
by 25 basis points this week. 
Few, he says, anticipated the 
25 basis point rise in Febru- 
ary 1994. 

"If the FOMC raises rates 
this week, it could earn 
credit for being aggressively 
pre-emptive on inflation - 
although in the short-run 
the markets would take a 
hit,” said Mr Fish wick. 

"Markets tend to look at 
data indicating what has 
already taken place. The 
Federal Reserve's job is to 
anticipate what has not yet 
been captured by the statisti- 
cians.” 

Mr Jeremy Hawkins, chief 
economist at the Bank of 
America in London, says 
there are signs that the Fed 
could raise rates this week, 
although on balance the 
chances are against it 

For example, Ms Susan 
Philip s - one of the more 
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dovish members on the 
board of the Federal Reserve 
- has been making increas- 
ingly "hawkish noises on 
infla tion judged against her 
previous standards," says Mr 
Hawkins. 

Furthermore, he added, it 
would be prudent to assume 
that job insecurity In the US 
will begin to fade as wage 
earners become accustomed 
to unemployment of below 6 
per cent - the level which 
economists consider to be 
consistent with stable infla- 
tion. 

“Our bet is that they wont 
raise rates, but with GDP 
growth at 4.7 per cent it is a 
very fine judgment indeed,” 
said Mr Hawkins. 

"Mr Greenspan will also 
be well aware that US non- 
farm. payroll and wage data 
for January are due out on 
Friday. If they showed stron- 
ger than expected growth in 
wage costs and the Fed had 
left rates unchanged, it 
could be awkward.” 

Assuming that the bond 
markets are right in betting 
that US interest rates will be 
left untouched, most expect 
the US Treasury market to 


continue its variable perfor- 
mance of recent weeks, with 
European markets trailing in 
Its wake. A rise of 25 basis 
points, however, would 
prompt a sharp sell-off. 

"There would be 
short-term panic but mar- 
kets would quickly realise 
that an early move on rates 
would preclude the need for 
a steeper hike later on," said 
Mr Fishwick. "The long end 
of the curve would probably 
calm down quite quickly. '' 

The knock-on effect on the 
UK gilts market would 
almost certainly be stronger, 
as it would put pressure an 
Mr Kenneth Clarke, chancel- 
lor of the exchequer, to fol- 
low suit and raise UK rates 
this side of the general elec- 
tion. 

"The case for higher inter, 
est rates is stronger in the 
UK than the US,” said Mr 
Shaw. "There would be a 
wave of global selling but 
the UK would be particularly 
hart hit" 

Mr Clarke, more than 
most must be hoping that 
the markets have antici- 
pated Mr Greenspan cor- 
rectly this time. 
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tarfa flS l 3 ! - 224 12*045 12*851 12*105 17 113868 

57A897 -0.4368 317 - 477 57*030 57*480 

Japan "°' 03a2 969 ' 130 55370 5*883 

M^vefe -JS J2 - 6W 197.130 181880 1B1814 5.7 191.750 

rr^£~. Mi , JK2 3^827 -0*308 806 - 847 4*122 3*685 

SSSS^ iS ^ 251 ‘ 293 25408 2*178 2*341 -3* 2*436 

SauSrtaSta ^£2 - 0 - 3068 «* ‘ 871 412871 411848 - - 

®R) 6*102 -0.0446 080 - 124 10505 5 B871 

*^5 2 - 2558 _00165 543 - 573 2*708 2*487 

7*178 -0*522 131 - 225 7*733 ?£» . . 

Stauflh K»na (Won) 1384*0 -11J 423 - 531 1404*6 138160 

£2 43*566 -0344 1 0B - 024 44*631 417780 

(BtJ 41*288 -0*808 996 - 578 41*880 4^3300 


3* 2.0853 3* 


17 1*903 0* 102* 


-0 Jt 2.104 -0.1 94* 

17 12*32 17 


6.7 183*44 5.8 123.1 


-2* 2*643 -1.6 113.6 


t Rasa lor Jan 30 . Bttftriferi 


lna»Po«idSe« table m only iha Im three dtanta ptocra. Fonnmn 





•ifcfeiL .*. 
4 d |R£r. 
1« U* Ci 

.(»»*?■ 
'MMca-'-i 


4M* *,-f: — 

Amu . 

! -4 

~ . 1- 

' -«T‘U . 1 . 

T* ?.v.r. . 

IwtfsE- £ 

(fcNT at* . 


fcwSate^ bcttaSTiwaS SS oTEngHret taimnga ie» - too. 

«*h tnli MM Dollar Spct nUn do mw> tram 7W WMfCUTERS OOSWO SPOT RATES. Somt u 


CROSS RATES AND DERIVATIVES 


exchange cross rates 

j *n 31 BFr PKi- FFr DM 

®»Wwi (BFr) 100 11*1 1838 4*S 

r Bn * n * ttt P*0) 54*2 10 8.849 162' 

(FFr) 61.04 11*0 10 186! 

GwTnany (DM) 20.61 1B15 1378 1 

PQ 53.69 9*40 1788 2.601 

(U 2.097 1388 0*43 O.IOi 

(FQ 1135 3*98 1007 189- 
(NKi) 52.04 9.634 1528 2.521 

(Ea) 20*5 3*05 3*87 0.99) 
(POO 24*6 4*09 3*90 1.1K 

(SKr) 4165 1637 7.643 2*1 

(BFr) 23.70 4*88 3*63 1.1K 

M 54*7 10.01 8*58 2*2’ 

(CS) 25*3 4.634 4.101 1*1! 

(Q 3173 6*45 5.526 1.631 

(V) 27.80 5.147 4.554 1*4f 

39.B5 7*77 1528 1*34 

Ranch Franc, Norwegtan Kumar, and Smcm 


* M dkaefly quiM to Dm mM tut 
wan naoM iota, em, on* aw 
Am ww mndrd br As FT. 


Argentine (Peso) 09996 -0*005 996 - 996 0*986 0*996 

Brad IRS) 1*456 +10002 455 - 457 1*462 1.0455 

Canada |Cf) 1*481 +0*01 478 - 483 1*505 1*407 

Mexico (New Peso) 7*200 -0*19 150 - SO 7*250 7*120 

USA ($}... - 

PadBcdlMdle East/ Africa 

Ausarala (AS) U1l9 +0*0*6 115 - 122 13123 13097 

Hong Kong (HKS) 7.7490 +0*005 485 - 495 7.7497 7.7485 

India (Ra) 35*750 -0*05 500 - 000 35*000 35*500 

Israel (St*) 33104 +0*002 064 - 144 33144 33041 

Japan (V) 121400 -034 350 - 450 122310 121*20 

Malaysia (MS)’ 24853 -0*007 B48 - 658 2.4880 2.4850 

New Zealand (NZ3) 14523 +10027 516 - 531 14531 14504 

Phdppteea (Peso) 26*500 +0*05 200 - 800 26*800 26*200 

Saudi Arabia (SR) 17505 +0*001 503 - 507 3.7507 17503 

Singapore (SS) 1.4077 +10002 072 - 082 14092 1.4072 

SouHi Africa (R) 4*665 +Q*0IS 650 • 680 4*735 4*605 

South Korea Won) 864.150 -16 100 - 200 874*00 864*00 

Taiwan (TS) 274300 -001 100 - 500 274500 274100 

Ttwfand (Bt) 25.9150 -0*44 050 - 250 25*950 25*400 

t SDR rwa pv S for Jan 30. BKVbtfer spreada n me Dotar Spot mole shew art 
quoted to the martial but we u npi u d by curent tra w l rabw. UK. Ireland 6 ECt 
M: Bose avirags 1930*100 


13458 

2.1 

1*407 

22 

1*132 

2* 

86* 

7*38 

-18.1 

8*045 

-1BJ 

9*65 

-15* 

- 

- 

- 

- 

- 

- 

- 

102* 

1*134 

-14 

1*153 

-1* 

1*208 

-0.7 

664 

7.7489 

0* 

7.7494 

0* 

7.7605 

-0.1 

- 

36*9 

-7* 

36*5 

-7* 

- 

- 

- 

120.325 

4.7 

119*2 

4* 

115.72 

4J 123* 

34882 

-14 

2-4935 

-12 

2*148 

-12 


14578 

-4* 

14621 

-2.7 

1.4936 

-2* 


3.75G8 

-0.1 

3.7512 

-0.1 

3.7531 

-0.1 


1.4055 

1* 

1.4009 

1* 

1*787 

2* 


4*072 

-10.7 

4*822 

-10.1 

4*97 

-94 


274301 

0.0 

27.4303 

0* 

. 

. 

. 

26*05 

-42 

26.1725 

-e* 

26*1 

-3* 

- 


Jamary 31 

Over 

One 

Tltftt 

Set 

One 

Lomb. 

□is. 

Rape 


night 

month 

IlllikS 

truths 

year 

finer. 

rate 

rate 

Belgium 

3% 

3ft 

3ft 

34 

54 

6*0 

2*0 

_ 

week age 

3* 

3ft 

34 

34 

3ft 

6*0 

2*0 

- 

Ranca 

3u 

3u 

34 

sfi 

3£ 

3.10 

- 

4.75 

week ago 

34 

34 

34 

3V. 

34 

3.15 

- 

4.75 

Germany 

34 

3ft 

3ft 

3fi 

34 

4*0 

2*0 

3*0 

week ego 

3% 

3ft 

34 

3 & 

3fi 

4.50 

2*0 

3*0 

Ireland 

Sfi 

Sfl 

53 

5% 

6 

- 

- 

6*5 

■reek ago 

54 

Sfi 

53 

5ft 

53 

- 

_ 

6*5 

Italy 

VA 

7ft 

7U 

74 

6fi 

6*5 

6.75 

7*5 

week ago 

73 

7ft 

7ft 

63 

64 

9*0 

7*0 

7*5 

■■ ■« ■ • 

nmananoi 

2ft 

23 

2E 

34 

3ft 

- 

3.00 

3*0 

week ago 

2ft 

23 

2U 

3fi 

34 

- 

3*0 

3*0 

Swtttwtand 

is 

14 

is 

IB 

13 

- 

1*0 

- 

week ago 

1ft 

14 

13 

1ft 

13 

- 

1*0 

- 

US 

5ft 

5ft 

5B 

53 

6 

- 

5.00 

- 

we«k age 

5ft 

5ft 

54 

5ft 

53 

- 

5*0 

- 

Japan 

4 

ft 

B 

a 

S 

- 

0*0 

- 

week ago 

i 

ft 

ft 

2 

i 

- 

0*0 

- 

■ SUBOR FT London 








tela bank ndng 

- 

Si 

54 

53 

53 

- 

- 

- 

week ago 

- 

54 

54 

50 

545 

- 

- 

- 

US Dote CDs 

- 

5.17 

5*0 

5*9 

5*1 

- 

_ 

- 

week ago 

- 

5.17 

5*0 

5*3 

5*1 


. 

- 

ECU Unked Da 

_ 

44 

4A 

4fi 

44 

- 

_ 

- 

week ago 

_ 

44 

4 

4 

4 

- 

_ 

_ 

SOR LMed Ds 

- 

3& 

3ft 

33 

3ft 

- 

_ 

_ 

week ago 

- 

34 

3M 

34 

38 

- 

- 

- 


S LIBOR Interbank fixing , 
referen ce mma at Mem < 
UbubttDL Baiefeye M M 

Mid mua era Moan lor aw i 


■ are oflared ratee lor SI Ora quoted to the nurkat by tour 
worMng day. The btt*a are: Bankas Trust. Bank of Tokyo 


Mid one av mm tor me domealc Moray Rem. uss COe. ECU S SOR LMed Depoett (Dry. 

EURO CURRENCY INTEREST RATES 

Jan 31 Short 7 days One Three Six One 

term notice month months months yea- 


rns Dotar Spot able show only the last tme decimal paces. Forward nam are not drecSy 
cereal rates UK. Ireland 6 ECU are qicxad m US mancy. JP. Morgan nomnU hHfces Jan 


UK INTEREST RATES 


Italy 

Netherlands 


Portugal 

Spain 


ftettaar fe ind 

UK 


— •• - : - 
- 1 -' - 5: 


Ecu 

Oanfeh Krtjoor. 


Pta SKr SFr 


1151 18*8 4*53 

10 8.849 2*21 

11-30 10 2.962 

IBIS 1378 1 

1940 1798 2.608 

1388 0*43 0.102 

3*98 3.007 1891 

9.634 1526 2*26 

3*05 3*87 0.997 
4*09 3*90 1.182 

1637 7.643 2*64 

4*88 3*83 1.160 

10.01 8*58 2*24 

4.634 4.101 1*15 

6*45 1526 1.637 

1147 4.554 1*49 

7*77 1528 1*34 

igfen Kroner, and Ti mrliti 


1*62 

1*08 

1.137 

0*84 

1 

0*39 

0*42 

0*69 

0*83 

0464 

0*89 

0.441 
1*07 
0466 
0*28 
0*18 
1742 
Kronor par ‘ 


18*2 4818 

10*8 262* 
11.73 297* 
3*60 100* 

10*2 261* 
0403 10*0 

3*27 89*1 
10 2512 

3*49 100. 

4*80 1115 

8*65 227* 
4*55 115* 

11X39 2811 
4*10 121* 

8482 164.1 

1342 135* 

7.6S7 193* 

Van, Eicudu, Lira i 


■ P-MAHK WnUWES (IMM) DM 125*00 par DM 



Open 

Sett price 

Change 

High 

Low 

EsLuoi 

Open bit 

Mar 

0*127 

0.6123 

-0*007 

0.6150 

0.6107 

23*06 

78*68 

Jun 

0.51 74 

0.8160 

-0.0007 

0*1 7B 

0.0146 

1.405 

5.156 

Sep 

0*195 

0.6199 

-0*008 

0*195 

0.6195 

16 

2.1B4 


■ SWISS FRANC FUTURES (IMM) SFr 125*00 per SFr 




:: ^ 

Mar 

0.7057 

0.7056 

-0*006 

0.7110 

. V 

« 

. - _ 

Jun 

0.7150 

0.7123 

-0*006 

0.7150 




Sep 

- 

a7192 

-0*006 

0.7210 


C/9 OPTIONS £31*50 [caws per pound) 


EUb in alter 

Jan 31 
£200m 

Jan 24 
£200fli 

- CALLS - 

" 

*— * — - 

— puts - 

............ 

Tata a appleations 

£2306m 

£140ton 

MW 

Apr 

Feb 

Mar 

Apr 

Tow atoexed 

£4Q0m 

huib 

223 

2.69 

1*2 

2.12 

2*5 

Mta. accepted Ml 

£98*20 

£98*25 

1.77 

2*8 

1.80 

2*2 

3*0 

MUmed 9 refit. taM 

89% 

67% 

1.39 

1*8 

241 

3*3 

3*0 





LONDON MONEY RATES 

Jen 31 Over- 7 days One Three Six One 

night notice montti months months year 

Interbank Staring 0 J 2 - 5^ 6d - 6,1 - 6,', 6& - 6yi 6,1 - 5,1 6}2 - 6{i 

Swrtno COS - - 6& - 6i 6i ■ 6& 6ft - 6 1 * - 6« 

Treasury Bits - 5!2 - 5^ 6 • 5j? 

Bank BDa - - 5ji - 5§J 6ft - 6* 6ft - Ue 

Local amnerliy daps. ST-5\5%-rt 6*9-6 6*i-6ie6ft-6,i6Ti-6 3 l» 
Discount Market daps 6*2 - 6 6^-6 

UK deanng bank base lending rare 6 per can; bom Octsber 30. 1996 

UP » 1 1-3 3-6 6-9 9-12 

month month months months months 

Carta of Tax dap. (£100.000) 2>2 5>z 5 5 a\ 

Carta of Tan dap. under £100.000 at S^ps Deposits "tittam ter Cash i^pe. 

Are lender ran of dbcoiaitan Jan 31. UOdpc ECO) teed rataStig. Export Rnancs MM 
up day Jan 31. 1987. feM raw tor pwied Fab 26. 1H7 teUrl 1997. C araet til IMpc. 
Reference ran fer pertod Jan 1. 1997 to Jan 31. 1997. Schamaa W 6 V 6409PS Financa 
House Base Rm ^2 pc trom Jan t, 1907 

BANK OF ENGLAND TREASURY BILL TENDER 

Jan 31 Jan 24 Jt 31 it 24 

B*s in offer E200ni £200m Top accepted raa 5*3E2% 1B1E2K 

Tata ai apptications E2306m £1408m few. rate of <5reoum 58340% 5*134% 

Total alocaed £400m E200n Average yUd 10231% B.0018% 

Mta. accepted M £98*20 £96*25 Otter at next tenter E200m E200m 

ABameal at min. tomd 89% 67% Mm. accept bid 82 days 96*05 


Belgian Franc 
Danish Krone 
D-Mark 
Dutch Glider 
French Franc 
Ponugueae Esc. 
Spanish Peseta 
Stating 
Swiss Franc 
Can. Doiar 
USDoBar 
Itaiian Lira 
Yan 

Asian SSmg 
Shan term raua t 


3U - 24a 
3B-3.S 

4l 2 -4 

aa-att 

3>4-3H 
611 -*& 
6ft-Sj4 
6»a-6ll 
1^ -1*2 
3ft -2% 
Sh-SU 

8-7la 
>2-^ 
>a->4 
re caa tar th 


3ft - 3ft 
3U-34 
3ft -3ft 
2(1 - 2» 
3ft - 3ft 
6i3-6li 
sft-sa 

B>s - 6 

1» - 1ft 

3-2H 

5*2-5% 

7*9-712 

H->2 
1 -■% 
i us d<«» 


3i - 3ft 
3*8 -3lz 
3>a - 3 
2U-2% 
3ii-3ft 
Bft-8ft 
6ft - 6 

1ft - 1*9 
3ft - 2j| 
W-sii 
7J5 - 7ft 

A -IS 

2*9 -2*4 
and Yan. at 


3ft -3ft 3ft -3ft 
3%-3»2 3fi - 3lj 
3*9-3 3*s - 2\ 

3 - 2S 3ft - 2JJ 
3il-3ft 3U-3>4 

6ft-5» 53, -5fl 

5}J-5i2 ^-5*8 
6k, -6ft 6J3-6U 
ift -1*9 112 -111 
3ft -3ft 3ft -3ft 
5ft -5ft 5|J -5ft 
7ft -7ft 7ft - 6)j 

A - IS ii-ti 

2U-2A 2ft -2ft 
m: two days' notes. 


3ft - 3ft 
3ft -3ft 
3ft -3 
3ft -3ft 
3|3-3ft 
5B-5A 
513-5B 
6ft -8ft 
1ft -1ft 
3i1 - 3il 

6ft-« 
£12-® 
*9-a 
- 3ft 


■ THHBC IIOHTH EURODOLLAR (IMM) $im points Of 10096 



Open 

Sett puce 

Change 

High 

Low 

EsL voi Open tat. 

Mw 

94.40 

94,41 

+0.02 

94>L1 

34.38 

46.462 

396*29 

Jun 

94*3 

94*8 

+0.05 

94.30 

94*0 

79,708 

392.777 

Sep 

94*4 

94.12 

+0.08 

94.14 

93.99 

62,676 

295*76 

■ US TREASURY MLL PimiflBS 0MM) Sim per 100% 



Mw 

94*5 

94.95 

+0*3 

94*5 

94*4 

88 

4.706 

Jun 

94.60 

94*4 

+0*6 

B4.B6 

94.79 

42 

3*21 

Sep 

34.62 

94.65 

+0*6 

94*5 

94*2 

24 

784 


I Open Interest flgs. are for previous ray 


BASE LENDING RATES 



PraWoui dtayte voL. Calx 106 Pula 301 . fewv. tkqft open Int, Cals 30.70B Puls 49JK 


■ JAPANESE YEN FUTURES (IMM) Yen 12* per Yen 100 


■ Pound la Nawr York 



Open 

Sett price 

Change 

High 

Low 

EsLvOi 

Open tat 

MW 

0.8259 

0*281 

+0.0006 

0*310 

0.6222 

15*02 

73*62 

Jun 

0*385 

0.8388 

+0.0005 

0*406 

0*855 

371 

3.000 

Sep 

0*500 

0*500 

+0*004 

0*500 

0*500 

39 

729 


■ STBtUNa FUTURES (IMM) £82.500 per E 


Strike 

Price 

Feb 

- CALLS - 

Mw 

Apr 

Feb 

- PUTS - 
Mw 

Apr 

0*05 

062 

1*0 

1.48 

0*2 

0*9 

0.77 

0*10 

0*3 

0*1 

1*0 

0*3 

0*1 

0*9 

0016 

0*3 

0*8 

0.07 

0.82 

1*8 

1*6 


Jra31 

-0*8 — 

-Pm. ebu- 

*40 

1.6020 

1.6130 

1 mill 

1*011 

1.6121 

3 mill 

1*990 

1.6100 

l*r 

1.5B98 

1.6008 


FT GUIDE to WORLD CURRB4CIES 

The FT fiuirin bo World Ctaranc i ea 
tntrfe can be found on the Markets 
page in today's edUon. 


Mar 

1*120 

1*978 

-0*144 

1.6126 

1*940 

8,769 

34*10 

Jun 

1*030 

1.5852 

-0*144 

1.6030 

1*920 

21 

2*16 

Sep 

1*904 

1*916 

-0*144 

1*850 

1*890 

2 

1*38 


Adam S Company 6*0 
A&ed ktah Bank (QB) 6*0 
•HereyAnsbaehar 100 
BankofBaroda 100 
Banco Bareo Vtzeaya 100 
BarkolCypna 6*0 
Bankoflreland 100 
Bankof Inda 6*0 

Bark at Scotland 6*0 
BaidaysBank 6*0 
Brit Bk of Mte Eaat 6*0 
•Boanakfey*CaLU 0*0 
CMbankNA 100 

Ctydesdala Bank 6*0 
The Cooperethti Bank&OQ 
Coum&Co 6*0 

Cyprus Popular Bank 6*0 


Duncan Lowrie 6*0 
Esatar Bank Umtad 7*0 
Ftnendai&Gen Bonk 7.00 
•Robert Ffeming 6 Co 6*0 
•Gutenees Mahon 6*0 
Hatab Bank AG Zurich 100 
•Hambros Bank 6*0 
Hsritabta 6 Gan tev Bk.6*0 
•Hi Samuel 6*0 

C-Hoere&Co 6*0 
Hongkong 6 Shanghai 100 
twestec Bar* (UK) LtelOO 
Jdan Hodga Barfe 100 
•Leopold Josaphi Sen 100 
UoydsBank 100 

MdBndBank 6*0 
NaMessninstar 6*0 
•ReaBmihaa 6*0 


RpyalBk of Scotland 6*0 
•Stager & Frledtander 100 
•Sm* & WBrnsn Secs 100 
Sooiltah Widows Bank 6*0 
TS8 6*0 

Unted Bank of Kumfe. 6*0 
Urdy Treat Bank Pic 100 
Western Treat 6*0 
Wheeaway Lfedaw 100 
Yorkshire Bar* 6*0 

• Members of London 
investment Bonking 
Association 
■ te ad id nfeb afflon 


OTHER STATISTICS 


STOCK INDICES 

— 190B87 - Shoe conp. 
Jan 31 Jan 30 J* 29 Jan 28 Jan 27 HU> Low High Low 


-*1996187 •• Since cenp. 
Jao3lJan30JK29Jan28JBfl27 Tflflb Low t4g& Uw 


rtliMMiilteii?.'!5l 
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CSEZ3 


1996 PROFIT ESTIMATED AT FF 650 M1LUON 

The Bouygues Board of Directors, meeting on 28 January 1997 under the chairmanship of Mr Martin Bouygues, 
reviewed the Group's estimated turnover and results for 1996 and the prospects for 1997. 


*. ' w 



33 Ml 

100 NR 

250 Ml 

500 Nt 

pm premkan. 


5C 5pm 2pm Aahquay 2pm 

13/2 14pm 10pm Portend iDpm 

11/2 18pm Biipm HnU Ehotawteg B^pm 

13/2 73lapm 14%»n Mortoid 72lapm 


fi*** -fi “» •• 

■y, A ; - , 

•0& -«*■»"' ! 

» y* I'-.".. ” 
■** v •• 15 . tl 

^etr.f ' 


.e* 1 ' ' 7: • , . ■ 

m ■ f ■••• >■ 




*r*t-**? 

- 

y.< 

• - 


- . . 

1 

: j 




bank return 

BANKING DEPARTMBJT 


Capital 

Pubflc deposits 

Bankers deposits 

Reserve and other accounts 


Government securities 
Advance end other accounts 
Premise, equipment and other i 
Notea 

Coin 

ISSUE department 


Wednesday 
January 29. 1887 
£ 

14.563.000 

1*21575.422 

2.171*88*60 

1155*40.900 


tncrean or 
dacwM tor week 


+680*38*83 

+181*05,646 

-413*31478 


§ PJ>. 
100 FJ>. 

FJ>. 
§100 F*. 
§145 FJ>. 

§ FJ>. 

* FP. 
§68 F.P. 
§65 FJ>. 
§»5 F*. 
§100 FJ>. 
_§*- FP. 
§60 FP. 
§585 FJ>. 

■ FJ». 

t ABwrndw to 
other aymbefe i 


25* 57*2 
12* 0312 
145 55 

112 296 

12* 176 

5*3 4 

646 624 
354 72la 
110 6012 
13* 70l 2 
22* 10512 
140 3312 
424 111*2 
61* 757ft 
13* 135 


49ft BZW Endwmt Red 
88ft Enterprise Vn Cp 
65 tEpkioreNwork 
173*2 GB Raiteaya 
iso Hardy Undenang 
3ft John Levris 
4Sft ' Notcal 
42ft itMwd Btamedca 
6512 Pwkwood 
52 ft fPWTechW 
87ft Prelude Tb 
22ft Prelude Wta 
Sift Sheffield Untad 
BSSftSuxtataid 


53 - - 

88ft - - - - 

55 - - 

207ft +23ft - - 

170 - - 

4 - - -214 

60ft - - 

55ft - - - - 

75 4ft R1*2 1* 3*25.1 
68ft b- - -118 

105ft 44 - - - - 

752ft * R** 7* 0*110 

flftkd Z1 * 1* 1.1 188 


(FFbflfion) 


1996 TURNOVER - 1997 PROSPECTS 


m 


CONSTRUCTION ACTTVITIES 57* 

Construction 53.6 

France 32.6 

Inte rna tional ZLO 

a7 



17-3 

+ 10% 

' 8* 

+ 12% 

9-1 

+. 

- 

- 


125 tSUtton Harbour 133ftxd Z1* 1* 1.1 118 

OL § Rasing wtoa. * taDwJuoOort For a ft* ranten a i kin of ra 
Tire London Share Sanrica notes. 



8.670*58.182 +458*02. 23 3 


1*10*06.748 

2*42*15,868 
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407 24% 23% 23% 

I 46 lft% lA 19% 

2075 7% A 7% 
138 uB% A 9% 

I 7 7033 30% 30 30 

2 44 44 44 


40% 16% B&ff 
22% 1 A 08 Ti 1838 
B% 7% OEAlncM 
A A BMW 
32% 17% Bear Son 
44% 41 BasOPIA 
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FINANCIAL TIMES MONDAY FEBRUARY 3 1997 


NEW YORK STOCK EXCHANGE PRICES 


MHM7 M. W to CM Pm. 

6* Lax EM ImIMM 

32 24% AAR x (L48 IS 21 388 20 25% 36 +% 

4A 33 AMP ( 1S4 16 31 5475 41% 40 4ff% A 

074 68 AMR 18 7384 83 6A 804 -2 

50% 33% ASA ISO 15 22 314 34 33% 34 +% 

57% 38% MXXL* USB 1.8 23 8557 55 53% 54% +4 

17%1AAM»Pr 040 15 8 330 16% 16 16 % 

2A lAABMMx 040 11 17 152 lA 13% 18% -% 

224 13% Acptnoki 9 114 204 <A 20 -% 

61% 37% ACELU 173 IS 0 742 55% 57% 9% +1% 

184 A ACM Gnu OSO as II 474 lA 104 lA +4 

7% AAGMBXJff OSS BS 4Q6 74 7% 7% -4 

9% A ACM Mon OSO BS IS A A A +4 

13% A Acne Bad 132 A A A A 

21% 13% taw M 38 20 10% 20 

33% 27% Aart# OSO 10 14 10 27% 27% 27% -% 

27% 12ACWX1 1101 254 SSlg 2S% 

214 17%Attn»£qr 055 27 I 85 35% 20% 2A 

35% 1 A Adrific 3624505 DBA 344 35 -4 

11% A AdVBflGrp 8 1071111% 11% 11% A 

2A AAMhe 30 124 13 12% 13 A 

65% 4)% Aagn I.U ISIS SB 62% 01% 61% -1% . 
A A AM 227 44 <% *4 A 1 

5A40%AESCorp ai 48 48 55% 

824 57%/Mvx OSO IS 45 6871 80% 7A ™ +3 

44 28% Aftacf 040 1 0 14 6408 4A 39% 39% •% . 

22 174A6LRR 1S8 52 15 2S4 20% 2A »% A 

38% 2l%Aixmai 0S8 13 41 B7«g 37% 38% 374 *% 

724 SAABPlCx 1.10 IS >01848172% 71% 71% -% 1 
2A lAAWWfW 030 1.1 (9 7515 27 25% 26% +1 

2741AAXWEM 301142 20 10% 19% A 

18% 13% MMex 1S0I1.I 10 88 184 1A 16% -4 

33%2AMTEh 7113052 2A 25% 25% A 

30% (5% aiUS 21% 21% U% A 

23% lAABBBftot 0.40 17 15 172 23% 234 234 

24% 14% Amiri (L2B IS 6 531 17% 10% 184 

2A U% Amman 1B% 18% 16% 

524 3Z%ABCUx 036 0.7 23 «2o5ZV 52 52% A 

45 2A ABCuAx 036 OS 20 46 #45 44% 44% -% 

43%3l4AHsai OSO 1.7 17 5971 35% 34% 36 

37% 28% (talAl OSO 1.7 154161 35% 35% 35% •% 


33% 24 Burins 
41% ffiflenm 
514 354 BbcbO 
lA i2%8ttfnfr 


lA i2%Bfflnfra 
74% SAMAOi 
24 lEBUta 
45% 35%B4Etx 
41% 31Bw>A> 

41% 25%BmH 


m n n cm rm 

Ok * E UM Hpk Uw ban CM4 

(LB4 12 14 80 26% 3A 2A •% 

[41 0.5? 1.3 IS 848 38% 36% 38% A 

052 1.1 22 5330 49% 40% 49% +% 

I 1S4 BS 16 32 17% 17 17% A 

186 4J IS 9399 6?4 08% 67% A 

10 B3 22% 224 22% A 
1.44 3J 2013354 44% 44% 44% A 
044 IS 18 79 39% 36% 38% '1% 

072 IS 22 795 41 4A 40% A 


674 9BM4L3P 4J0 BS 5 67 66% 65 
71% 43% Bond 109 11 13 3390 68% 68% 67% A 


Z7% 20% BonMMA 

h.&.‘ 


15% ABwylW 

25% 8% BMBuy 
2A»4BMS1 
54% 4AB«hhnP( 
15% 7% MS 
Bi4 4A«axnx 
lA 0% Be*fex 
20% 15%Bttfey« 
22 144BtoWgk5 


A 036 1.4 18 7 26% »% »% 

B 21 70 ,i , r « % 

048 IS 15 2234 29% 2A 20% A 

37 1 348003440034800 +200 

22 1160 1152 119 -4 

r 040 17 20 269 <A 14% IS A 

33 2808 TO <B% 10 A 

150 02 11 25% 25% 27% 

6 5.00 OS 3Z 50% *9% 52% 

58W A 8% A A 

ISO 2S 28 342 5B% SB> 2 5A A 

20310 015 14% lA 

I 0 OB OS 12 110 18 17% 17% A 

Sx 040 10 3B5 20% 19% 19% A 


20% 1B%BMw« OOB 05 12 110 18 17% 17% A 

22 14% BkMQOk S x 040 10 3B5 20% 19% 19% A 

44% 29 BOX* 048 IS 20 3288 33% 33% 13% A 

28% 22% Black H PL 1.38 50 13 92 Z7% 27% 27% A 


32% 32% ♦% 
100107% *1% 
34% 34% A 
4% A A 


9% BBarckMvx 063 7.1 41 8% 8% 8% 

0% 5% HtttcMwx 050 08 358 A 6% A 

9 8%BkkdTgtx 057 6.4 7M t)9 8% BA 

42%23%BkX* 080 17 1331 29% 29% 28% 

42% 25%BkxrtA 051 IS W 104 40% «(% 40% A 

10% 7% We Dip 010 18 278 8 8% B% 

4% 2%auegraffl 181 2% 2% 3% 

35 19% BMCM 008 02 26 565 33% 32% 32% ♦% 

ilt% 74% Booing 1.12 IS 34167031(8% 108107% -1% 

47% 27% BiteC OSO 1.7 1720 34% 34% 34% A 

11% 4%BM«C0 B45 4% 4% A A 

15% 8% Botin On x 040 42 73 770 A A A +% 

85% 20% Bom Cell ISO BS 8 23 22% 22% 22% 

71% 37% BosStt 6847 58% 67% 89% *1% 

43% 31% BOM? OSO 10 8 1623 41 40% 40% A 

26% 20%Hffdf 056 14 535 23% 23% 23% A 

27% 17% BREnop 1-32 03 8 362 24% 24% 24% A 

28% tfifiraerfTf 028 IS it 835 23% 21% 2lh -7% 

46% 36% Brigs UB 14 15 240 45% 44% 45% A 

18% 10%BtM*fM 1412767 11% 10% 10% A 

126% 78%BrtlySqx 104 U 22M970u128% 127 127 +1% 

1024. 7ZBrttx 13Z 14 12 20 95% 96 85% -I 

41% 28M6B3 140 07 79 2055 38 35% 35% *1 

144%94%BPx 43) 3S 22 1632 142% 140% 141% A 

18% 14%BPPm*roe 1B1 15S 11 679 18% IB 18 A 

31% *% BSW 1S6 7S 6 «7 24% 024 ZA A 

70% 48% BTi 125 4.7 14 861 88% 88 68% A 

32% 24% BttjnUx 1.46 4S 11 1006 20% 29% 29% +% 

23% 11% BnmQi ISO 6.1 12 972 10% 1B% lA A 

1A 6%Smn5h 19 1ST 13 12% 12% A 

47% 34% SraRafl 1 SB 15 18 3 43% 43% 43% A 

47% 35% BnFrito 1SB 14 19 547 42% 42% 4A *% 

S%21%Smr 066 2.1 34377 32% 31% 33% +2% 

7% 4% BflT 27 133 7% 7 7% A 1 

2B 17% ame«*4 050 2S 13 2571 26*2 B 25% A 


71% 37% SosSCf 
43% 31 % Bowk 
26% ffllaHffdf 
27% 17%BR£Pmp 

28% (fifirawfl? 
46% 36% BrigS 
18% lABririnM 
125% 78%BrtlySgx 
102A 72 Br Ak > 

4i% IS am Baa 
144% W%BP* 


70% 48%BTi 
32% 24% BMjnUx 
23% 11% Bmrfto 
15% B%amn5h 
47% 34% SraAaA 
47% 35% Brfrrfl 


S% 21%&Wr 

7% 4% BflT 


A 4% BflT 
2B 17% Bmei*# 


2D% lB%8ne4)1M 044 14 11 815 18% 17% 18% 


29% 21% SuKfcspCei 10 103 28% 26% 26% 

44% 34% Mown 300 OB 10 45 43% 43% 43% 

13% A Bui COM >fl 449 13% 11% 12% 

90% 73% Baft 120 1.4 16 2773 89 B6% 87% 

54% 35% fcrti Resc 055 1.1 24 6025 60% 49% 49% 

15% 9% Bantam Pc ISO BS 695 IS 14% 14% 

30% 20% BusKMe IS 3 25% 25% 26% 


34% 27% CMS fill 1.08 32 13 593 33% 33% 33% 

117%aS%CHRl 6 214 10*% 104% 1D4% A 

B4% 64% CPC 1S4 II 21 3830 77% 76% 78% 

n% 13% CP! Cup 0S8 10 16 360 18% 18% 1B% A 

53% 41% CSX 1S4 11 II 8333 49% <6% 48% A 

47 SBCISQxpx 072 1.5 11 56 ||47 46% 48% 

25% 18% CeCMtHn x 053 13 17 281 23% 22% 22% A 

43% 26% CattAW 2810236 35% 34% 34% A 

31% 22% CBRXC 040 1.7 9 612 2A 23% 23% A 

16*2 13% CW4 089 0.16 09 27 2007 18% 16% 18% A 

35% 28% CariEmm 1 08 14 IS 63 31% 31% 31% 

45 21%&taflDign 27 4603 38% 36 38% A 


34% 14%C«UBQi 
6% 1% URWE 
38 lACMnew 


24 !24iC4% 24% 24% 

010 IS 241 5% A 5% A 

25 1720)138% 37% 38% +1% 


H% 9% MflonGtoi 032 18 21 419 11% 11% 11% 


50% lACtfysx 0 71 33 1333 23 21% IS A 

36% 16% Chora x QS8 OS 19 7906 33% 32% 33% A 

10% lACMMCo 040 11 88 1B% 18% 18% A 

84% 56 CnxdlS < 154 IS 30 5509 83% B1% 83+1% 

1% % CmpMtt 13 807 H 0% iJ A 

28% 19% Canltoc 0S2 IS 34 3570 27% 28% 27% 

41% 21% CapDaAii 032 OS 17 2133 10% 39% 40 A 

17% 12%Cpdd1Sfl* 13 74 495 16% 16% 17% 

24% 14% Capsid Mpe 126 02 10 696 24% 24% 24% A 

85% 36CK1H01 0.10 09 47 1753 03% 62% 62% A 

32% 19,‘u CMCD 049 1.7 17 314 30% 29% 29% .1 

32% 20% Cvntoi 737 24% 23% 23% A 

35% 23% CkiftoH 044 U 184143 I|3B% 35% 36% +1% 

36% 33%CaP8Lx 1S0 50 142102 36 37% 37% -% 

42 31%QMrri 132 3.7 10 246 36% 35% 38 A 

18 10%CarkrtM 016 1.1 26 583 19 14% 16 +% 

17% 13% CascdsN GxOBB 65 19 126 16 15% 16 

50% 4QCaaaCp 020 04 11 4796 53% 53 S3 A 

8% 4% CMlAmvx 005 06 18 420 08% 8% B% A 

17% 11% CosKsBCk 22 Z15 16% 18% 10% ■% 

81 6406*1 ISO 11 10 5844 78% 77% 77% A 

37%1B%0ICUP 16 72 31 30% 30% A 

39 33 Coda' Fair* 150 06 11 72 37 36% 36% 

11% 6%CenCnx OSO 74 13 1469 10% 10% 70% 

30% 25% Cato 020 05 12 1058 39% 39 39 A 


32% 19,% CMCD 
32% 20% Cvnla4 
35% 23% CkiAalA 
36% 33%Cari*8Lx 
42 31%CU*T> 
18 10%Carti6M 


31% 28%CBrt(Ha3l> 112 08 10 84 31% 31% 31% A 
29% 25% CflrtrUxXi 1S4 SJ7 12 111 27% 27% 27% A 


29% 25% CO* Lull 1S4 SJ 12 111 Z7% 27% 27% 

16% 10% GrtrMshx <U0 Of i 6W 11% It lt% 

47% 30% CMP BM 076 1 7 22 142 45% 45% 45% 

lA WCaDtrimx 058 72 8 12S 12% 12% 12% 
29 25% CodSW 1.74 69 12 3529 25% (05% 28% 

35% 28% CahdY 11 OJB 1.1 14 3217 32 31% 31% 

54% 32% Cam* 24 5712 38% 36% 37% 

26% HCtMpEita 15 2618 20% 19% 10% 

51% novas* 020 05 29 3136 43% 41% 41% 


54% 32% CMOif 
26% HCtMpErtft 
51% XOvas*i 020 
16% 10*2 DEponl 1 020 
6% 4%CMriKu 
95%52%amMx 124 

5 %OnuseB 
38% laChctSj 
40% 34%Qa»M 106 


1.7 6 10 11% 11% 11% 

56 A 6% 6% A 
95% 52%anaiMi 124 U 1817912 93% 92% 92% A 
5 % CDaew 8 322 1% 1% 1% 

38% 180x*S| 33 1058 21% 20% 20% A 

40% 34% Omni 108 55 13 65 85% 35% 35% 

32% 23%OX)MiM*iix OSD 17 IS 248 30 29% 29% A 

80% Siam 118 33 WDM 87% 85% 86% A 

Z7 J0% CMtfdf 005 19 70 22% 22% 22% A 

16 ll%D*xfwl OOB OS 120 13% 13% A 

18% 11% CUirilr 020 14 40 1733 lA lA lA A 

5% 4% am* ft* II 257 6% 5% 5% ■% 

44 38%CMM 1B08 42% 41% 42 *% 

33% 20%O»wma 53 38 30% 30 30% +% 

38%25%dxy* ISO AS 619584 35% 34% 34% A 

66V 40% CM* 1.08 ZS 14 3518 55% 54% 54% A 

156% 100% Opal 020 2.1 11 1206 153% 150% 151% +1% 

a% 7% Dgn HU 081 03 23B B% 8% B% 

46% 35% CDcnpU 246 64 18 4SS 38% 38% 38% A 

85% 31% CtaBMIx 000 IJ 38 901 63 61% 81% -1 

29% 15%CtoM 0J6 IS 7 1ZZB 23 3% 23 

2% 1% CtoqtaQ 4 1599 f% tf1% 1% +% 

35% 27% Deny 1.00 5J 101489 34% 34% 34% A 

t(% 34% Dpsco Iffl 5L8 18 577 38% 38% 36% •% 

38% 25C40MQ 0.14 04 2311025 35% 34% 35% A 

44%27%Ooaa 29 2614 39% 34% 35% A 

115% eiCMcox 110 IS 1513477 ni7 113% 116% +2% 
95% B2%aqraw OOO 05 zIDO 82% 92% S3 

1»% 93% Cfcppwq 7S0 7.1 noa SB 99 98 

12%10%CiminA 15 847 11% 11% 11% 

12% iflWCBJlJBB 15 731 11% 11% 11% 


5% 4%am*ft* 

44 38%CMM 
33% 20%QvWtona 
38% 25%dxy* 
68% 40% CM* 
156% 100% Ogna* 


156% 100% Dgn* 020 li 
8% 7% OgoaHlx 0S1 9J 


45% 35% CDaxpU 


2% 1% ChestoO 
35% irbbmgp 
41% 34% Dpsco 
38% scran Q 


44% Z7%an»a 
115% 82CMCDX 


100% 93% CfcpPTJM 
12% 10% Cim UB A 
12% ’OWC&flUlB 


23% 12%DtrteWx 0J6 ts 15 600 2Z% 22% 22% 


»A « BE 005 QJ 31 4075 21% 20% 20% A 

K% 7%CUr54 012 OS 101312 14% 14 14% A 

16 12% capon Hoi OSS 08 14 2397 14% 14 14 A 

A 7% CtomsAG OBI 101 88 6% 7% 8 A 

86 72% Qan7JK> 7 58 8.7 4 83 B2% 67 

46% 36% CM3 1 JO 10 8 325 43% 43% 43% -% 

«4%7I%Ctert(H 7«0 6S 8 83 83 64 

11B moral 132 10 » 1042 BIS 116% 118% +1% 

5% 1% CW. Group OS* 11 141 3% 3% 3% 

11 10 CNA Incam 096 93 14 10% 10% 10% 


36% 94SCDMmn 02D 1.1 102017 10% 1Q 7 S 18% 
42% 2G%CsMS» 78 790 41% 41 41% 

51% 34% court 


51% 34% Coma 040 08 104239 *9 *8% *8% A 

60% X Coen C OSO 09 4237*83 58% 57% 57% A 

56% 24CoceEn ora 01 a 1398 067% 58% 96% *% 

25% 13% CoeorDUi 016 1.0 578 15% 15% 13% •% 

36 31%Cagnil 012 04 53 9200 3* 32% 32% -1 

X 11% Cotoiran 427 13% 12% 12% A 

97% 68% CdgPax 1 B6 1.9 25 5168 96% 83% 96% +1% 

10% A COM4 x 064 63 91 10% 10% 10% A 

A 7%caa«4x 0.58 os ns 8 7% r% 

7% 8%Cotai4, 060 04 128 7% 7% 7% A 

7% 6%UM4x 051 7S 133 97% 7% 7% +% 

66% 41% Goto 050 09 151418 65% 64% 65% A 

4I31%DM»t 0.08 02 221818* 39% 39% 39% A 

23% 1B% COM 1S8 72 23 396 22% 21% 22 -% 

33 19%CoaMKo 028 09 14 597 31 30% 30% A 

59% 36%COBMca 1 72 10 18 1698 67% 57 57% A 

30 ACopMKe 054 4.4 14 103 12% 12 12% A 

33% 24% GDOind Mel (L52 IS 10 233 29% 29 29% +% 

25*2 23C«CflSi ISO 7.7 31 24% 24% 24% 

23% 24QmEd200i 200 00 3 4 25% 25% 25 

12% 7% C**™* Pi| 038 39 24 1141 9% A A A 

87% 36% Compaq 1821800 087% BS 88% *1% 

18% 6%CorapCf 448 17% lA 17 ♦% 

67% 33% Cmpflso 0.10 02 55129*3 47 48% 45% -1% 

66*2 64%CnpSa» 25 3870 71% 70% 70% 

47% 16% Con)* life 0-10 02 36 186 44% 43% 43% -1 

33 16% OHM 078 19 35 2683 27% 28% 27 A 

14% 4A COMMA 734 18% 12% lA 

54%37%OftM* ISO 2J S3 3810 31% 50% 50% -1% 
25% 21% CatooCtHB 1S2 U 14 102 2A 24 24 A 

12% lAConfirt 1J2 5S 13 72 UZ3 22% 22% A 

W7% 63% CflRlS ISO IS a 3562 107% 10A 107% A 
81% B4%GoM4S6x 4SS 09 HO 71 71 TO 


22% IBVIMf 1J2 SS 
M7% 63% CDftXfl ISO IS 
81% B4% CnC4j66x 4SS 09 
34% 25% CoosEd 110 01 
BO 05% Core Ed fix 5S0 7J 
25%14SBOWftt 0411 16 
59% 41 % CnMC x IS* 15 
57% 47% CflrfW 1S8 IS 
34 121 J Com Store 
74% S0COMCQ 025 03 
B! 5OCPW4.10 4. IB 72 


15% 11% Com ram 
10% 9% Com H Pi 
IB% a%cocpCo* 
44% 34% Coopei 


210 

08 

10 

KBS 

31% 

31 

31 

5*0 

7J 


12 

69% 

59 

68% 

Q4D 

16 

IB 

5535 925% 

25% 

25% 

1*4 

1*6 

3* 

3* 

17 

11 

1704 

854 

% 

B5% 

<7% 

47% 



54 

1337 

33% 

K% 


025 

0.3 

10 9756 

73V 

72% 

73% 

4. IB 

7S 


*» 

5B 

5B 

n 

7.45 

7* 


non 

93 

S3 

04% 

760 

8.1 


tSO 

93 

95 

95 




119 

15% 

19 

15% 

124 

129 


311 

9% 


ft 



13 

Ml) 

lift 

Sp 

1B% 


44% 34% Cooph 132 11 15 4906 43% 41% 43% A 

27% IBCoqxrTU 034 IJ 151761 20% 20% 20% -% 

(7% 11% Cora tad 024 Mil 81 17% >6% 18* -% 

55% 35% CnU 1*8 18 13 6610 50 49 49% *1 

MAaraOntaB DM IT 23 5441 30 35% 35% A 

19% 16% Corel Tm 280U19% 19% W% 

31% 19% Counbt Crx 032 1.1 121051 M% 28% A 
26% lAComknPi 124 45 » 162 27% 27% 27% +% 
10% A Dap ? JO? 15% 15% 18% -% 


1WM7 

■OH UwEM BN 

32% 24 Cram 050 
M I4V&M4 058 

37% 26Acntfnx 1S0 

15% 6%Crfl*4 1 SB 
4 t%CBUqfto 016 
20% lACnnmnaK 
69% Wj&orbQiJ x ISO 

Z7% 18% OJCkd 
76% 43%0*m 
54% 34%CunoCa 1.00 
l210%Cunrito OSZ 

50% 43%QtMr ISO 

14 1ACVM 1.16 

44% 21% CVS X 044 

18% ACflxSm 
Z9% 19% Ophoxx 080 
41% 20% Crtool 


w. b a _ 

% e m M 
15 16 1604 u33% 
15 19 39 3% 
3.1 17 Z0B2 36 
03 181905 015% 
11 3 20 1% 
2*87 18% 
1.7 29 3850 56% 
441B63B 25% 
a 85 68% 
IS 131004 58% 
11 1? 10 11% 
IS 15 82 58 

U 10 16 13% 
IS 42500-6% 
2D6B80 12% 
18 381572 22% 
19 467 *0% 


CVpa 
CNN Prat 


32% 33 A 

23 23% A 
34% 34% A 
16% 15% A 
l% i5 A 
18% 16% 


24% 24% A 
98 88 A 
62% 52% ■% 
11 % 11 % 

65 68 A 

13% 13% A 
43% 43% A 
12% 12% 

22% 22% A 
30% 39% 


2A ZADFlIBt* 
27% 17MaoSMl 
35% 27% Dm* 
47% 29% DtoMWCQ 
18% 12% Dadrit 
14 70adoa 
19% 9DabGn 
1% SDXBPOtat 
40% 33 Dajftori 

2% % DDLS 

31% ADMgoUR 
33% 21% D*n Foods 
39% 22 A Dm 
A BDoMKv 
47% 33 Dean > 
23% lAOdMlx 

87 88%atafUr 
8 Ambhmi 

39% 77 Man 

31% 21% Omar 

33H2ADMWQP 

42% aotagnuk 

73% 62%0M0BOr 
114 11% Ohm tap 
65 33% DkOoW 
70% 28% OVE 
41% 27% Mix 
24% 1BDnx4 
77% 53% Dttaojx 
*3% JOVOehftl 
44%%%iWM4 
A AOdMUtoc 
34% 24 DoemtsoB 

39% 29% Danny, 
55% 38%anvr 
92% 66%DwCbx 
41% 31% DowJns* 
21% 13% DwneiRn 
31% 25% DOE 
16% 11% Draw 
38% 29%0n«n| 


10% 8% DrXnFdfi 
A ADrimas 
37% I7%D1EEngy 
7B KDuPMMS 
24% 9%0womM 
53 43%0*nPw 
40% 2A0uMantr 
2A vPt, Dtman 
112% 68% Dafttt 
30% 24% DuqL 4.1 
23 aDuqm3.75 
M 24% OwWMSO 
31% 29DU0.4L2 
17% 11% DID (p 

29% 72%DynaMca 


2S8 05 14 1918 4A 89% 39% A 

0.U IS 6 12 A A A 

036 12 17 687 31% 3A 30% A 

078 24 2710 31% 30% 31% A 

089 1.4 14 4293 50% 48% 40% A 

3*0 19 I188SBB 77% 76% 77% -1% 

0S8 14 2012474 41% 39% 39% +1% 

032 IS » 360 21% 21 21% A 

TJG <5 12 550 29% 23% 35% 

18 314 13 12% 12% 

0S6 20 23 3331 34% 33% 33% +% 

068 08 326010% 10 IQ 

0.75 02 101 A A A A 

2*8 06 14 3442 31% 31% 31% A 

4*0 02 HOO 71% 71% 72 

18 88 21% 21% 21% 

112 4S 13 3136 47% 46% 40% A 

2*4 01 S 271 39% 38% 30% A 

0S8 17 .6089 24% 23% 24 A 

218 11 1616638011 A 15®% 109% A 
2*5 IS flOO 2A 2A 27% 

IS# 7.1 1 26% 26% 26% 

2*0 10 6 25% a S 

Z10 7.4 3U31% 31% 28% 

16 35 13 12% 12% A 


010 07 12 176)130% 29% ZB% +% 


11 AECCD6 
ZAlAEOQx 
4% Oil EA IMS 
33% 2A Editions 


24% (4% Bat UN x ISO 


40% 30% E Ertp ISO 

7A 50% EMC# 176 

89% BS%Btodn 1.76 

7A5D%Mnx 1*0 

3A2AECM0 DBB 

39% ZAEatt* 0*4 
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Figures of fun 

Europe's statisticians step tnto the 
lizneHght with the publication of a 
report on the validity at practices being 
used by some countries to qualify for . 
the single currency. The report by 
Eurostat, the statistical wing of the 
European Commission, is likely to 
have a crucial bearing on which 
nations qualify for European monetary 
union in 1999. It is likely to deal 
primarily with attempts by countries - 
particularly Belgium and Italy - to 
reduce budget deficits in line with the 
Maastricht treaty. It will deal with 
issues such as the sale of gold reserves 
and state-owned companies, and the 
imposition of one-off income taxes. 

Imran Khan at the crease 

Pakistanis elect a government to 
succeed Benazir Bhutto, whose 
administration was thrown out on 
corruption and other charges. The 
Muslim League party of Nawaz Sherif, 
the former prime minister, is expected • 
to win after a lacklustre campaign 
enlivened somewhat by the anti- 
corruption. crusade of the Tehreek-i- 
insaf (Justice Movement) party of 
Tmran tthan , the former cricket 
captain. The controversy over Imran’s 
celebrity wife Jemima Goldsmith and 
his alleged love child by Sita White are 
unlikely to impress voters, however. 

Ms Bhutto’s own vote looks split in her 
political homeland of Sindh province. 

Public holidays 

Mozambique. S2o Tomfe. 


Tennis 

Austrian Open women’s tournament 
Linz (to Feb 9). 


TUESDAY 


Kohl digs for Berlin 
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Helmut Kohl 
will break the 
earth at the site 
of the planned 
new chancel- 
lery building in 
Berlin. The 
ceremony Is a 
further step in 
the transferring 
of the German government from Bonn 
to Berlin, which is already officially 
the capital city. Located near the 
Reichstag, the building is designed by 
the Berlin architects Axel Schultes and 
Charlotte Frank. It will be completed in 
2000. The Reichstag's renovation by the 
British architect Sir Norman Foster is 
to be completed by early 1999. 

Labour on the roads 

Britain's opposition Labour party lays 
out its policies on transport and 
business at a conference in London. In 
addition to Tony Blair, the Labour 
leader, speakers will include Neil 
Ktnnnck, the former party leader and 


IMRAN OUT 




Running for office on a tricky wicket a 


now the European Union transport 
commissioner. Party spokesmen will 
cover areas such as the development of 
an integrated transport policy, 
management of congestion and reform 
of the private finance initiative. 

Ruling on Tapie appeal 

France’s highest appeals court, the 
Cour de Cassation, considers the 
penalties imposed on Bernard Tapie. 
the businessman and politician, who 
has been convicted of football match 
rigging. Under the normal rules, Mr 
Tapie should be obliged to spend the 
previous night in jalL 

Clinton on the Hill 

US President Bill Clinton makes the 
annual state of the union address to 
Congress and the country. He is ex- 
pected to provide the meat and pota- 
toes policy proposals touched on only 
lightly in his inaugural speech. There 
will be much on the right way to bal- 
ance the budget and on reform of fed- 
eral medical health insurance, as well 
as some references to foreign affairs. 
More details will follow on Thursday, 
when Mir Clinton sends his 1997-1998 
fiscal year budget to Capitol Hill 

Tung’s advisers meet 

Hong Kong’s newly appointed group of 
advisers to Tung Chee-hwa, who 
becomes the territory’s first 
post-colonial leader on July 1, conduct 
their first meeting. The executive 
council is drawn largely from business 
and pro-Beijing groups. However, it 
includes two members who serve on 
the executive council of the governor. 
Chris Patten. The behind-tbe-doors 
meeting follows the inaugural -one in 
southern China erf the provisional 


pofitical tast for former cricketer Imran Khan in the Pakistan el e c tion 


legislature, the Beijing-backed body set 
up in parallel with the elected one. 

Election in Brazil congress 

hi elections that could have an 
important bearing on a constitutional 
change to allow Fernando Cardoso, the 
Br azilian president, to stand far 
re-election, the Congress votes for new 
presidents in the Chamber of Deputies 
and the Senate. If the government’s 
allies lose, there could be another 
dispute between the parties in the 
government coalition, threatening to 
derail the re-election amendment 

Fed reviews Interest rates 

Although a 

tightening of 
monetary 
policy is now 
widely expected 
during the first 
half of thlm 

year, interest 
.rates are 
unlikely to be 
changed at a meeting of the US Federal 
Reserve's open markets committee. 

Hie two-day meeting gives the 
monetary policy committee the chance 
to review 1996 and to consider the 
prognosis for 1997. The Fed last cut 
interest rates a year ago, in response to 
evidence of a slowing economy. Since 
then momentum has clearly picked up: 
last week’s GDP figures showed the 
economy grew by ZB per cent in 1996. 
But there is stOl little evidence of a 
serious upturn in inflation. 

FT Survey 

Mercosur. 



Public holidays 

An g ola, Sri I jmka 


WEDNESDAY 


; Strike In Ecuador 

Ecuadorians take to the streets in a 
I protest against the six-month-old 
1 government of Abdald Bucaram. The 
president's popularity has sunk to 12 
per cent, according to pollsters. The 
protest began as a strike by the United 
Workers' Front and the teachers’ 
union, but has won support from 
several sectors, including business 
leaders. As well as denouncing 

government Miifhnrr terlflTrirm^ 

nepotism and corruption, they want Mr 
Bucaram - who ran for the presidency 
on a populist platform - to withdraw 
recent cuts in subsidies for public 
services, fuel and transport, and to 
cancel a currency convertibility plan- 

FT Survey 

FT Review of Information Technology. 

Public holidays. 

Burundi, Mexico, San Marino. 


THURSDAY 


Pyramid selling banned 

While thousands riot in Albania over 
the loss of their savings in pyramid 
finance schemes, laws banning 
pyramid selling come into force in the 
UK. It will be a criminal offence to 
persuade somebody to invest money in 
a get-rich-quick scheme that promises 
benefits only by getting others to 


follow suit The maximum penalty will 
be two years In jail and/or a £5,000 foie. 
However, there is concon that existing 
Mhwiws might circumvent the law by, 

for instance, including a token product 
in their transactions. 

Not the cruellest cut 

Six days of carnival festivities 
wimmiwp in Germany’s Rhineland 
region on Weiberfastnacht, the day. 
when women have the licence to cut 
off men’s ties. 

Cricket . 

Test, Wellington: New Zealand 
v England (to Feh Id). 

Qotf 

South African Open, Glendower, 
Johannesburg (to Feb 9). 

FT Survey 

The Business of Travel. 

Public holidays 

China, Hong Kong. Macau, New 
Zealand, Switzerland. Taiwan. 


I FRIDAY 


Prodl visits Kohl 

Romano Prodl, the Italian prime 
minister, arrives in Bonn for discus- 
sions on European integration and his 
country's plans for joining the single 
currency. The meeting with Helmut 
Rnbi, the Ge rman chancellor, is one of 
a series of bilateral consultations and 
rampg amid signs that Italy is 
becomingiess insistent on joining the 
proposed economic and monetary 
union in the first wave - providing 
there are no barriers to its membership 
if Italy meets the conditions shortly 
afterwards. Mr Kohl is expected to 
twwphagiiw that decisions on Emu 
fflamhars frip do not have to be taken 
until next year and that, the entry rules 
are in the Maastricht treaty. 

Mandela opens parliament 

Nelson Mandela, the South African 
president, opens the 1997 session of 
parliament, the first since the 
country's new constitution was 
finwliaw! last year. Mr Mandela has met 
opposition, parties and the ruling 
African National Congress has renewed 
its efforts to agree on a timetable for 
further economic reform. Mr Mandela 
is likely to outline the first phase of a 
privatisation programme, and. possibly 
announce plans to bring the mainly 
white Democratic Party into the 
cabinet - a move discreetly encouraged 
by the Anglo American corporation. 

The markets wifi be hoping for 
promises of a speedier abolition of 
exchange controls. 

Year of the Ox 

The Chinese new year begins, 
heralding public holidays throughout 
east Asia. Calculated according to the 
lunar calendar, which is followed 
closely in the region, it marks the start 
of the Year of the Ox. Each of the 12 


animal symbols in the Chlnese zodiac 
represents one year. According to 
Chinese astrologers, those bom in the 
Year of the Ox are bard- working, 
patient and stubborn. Perhaps this . 
year will prove a happier one for 
bovine animaia than the last. ... 


Public holidays 

Chtoa, Grenada, Hong Kong, Korea, 
.Macau, Malaysia, Mauritius, Mongolia, 
Singapore, Taiwan. 


SATURDAY 


G7 finance ministers meat 

The strong US dollar and theEU’s 
plana for economic and monetary, 
union from January 1999 will dominate 
^amgainn-i of the world economy by 
finance ministers of the Group of 
Seven leading industrial nations. The 
ministers from the US. Japan, - - 
Germany, ^"” 1 Britain, Italy and 
Canada meet in Berlin to compare 
notes cm their respective economies - 
pnd Araminp- recent financial m a r ket 
trends; G7 central bank governors will 
also take part 

Manila deregulates on 

FuUderegu- 
Jation of the 

/ ]| f. k PhOippiue oil 
if sector begins a 

w - mr- - monthahead of 
* schedule 
because of the 

exhaustion of a ■ 

m eJT «it* . buffer fund. 

The govern 1 

ment’s oil price stabOiisatlan fund 
protected consumers from global price 
fluctuations. Now in deficit, it owes 
2.4bn pesos (£56.5m) to Shan. Fetron 
and Cahex. Deregulation began last 
August with regular price rises, 
pro voking nationwide protests. Foreign 
companies, including Thai Petro- 
chemicals Industry, British Petroleum 
and Mobil, have already expressed 
interest In the Philippine market. 

Public holidays r 

Bhutan, Brunei. China^Hang Kong, 
Iraq, Korea, Macau, Mongolia, . 
Singapore, Slovenia, Taiwan. . 


SUNDAY 


Democracy id Gabon 

The central African state of Gabon 
holds a second round of elections fora 
new upper chouse of parliament as part 
of a democratic timetable agreed in 
Paris in 1994 to defuse political 
violence. Last week. President Omar 
Bongo; who has ruled the former 
French colony since' 1968. asked Paulin 
Obame Nguema, the transitional prime 
minister, to form a government. Guy 
Ndzouba Ndama, wbo was chairman of 
Bongo’s ruling Democratic Party in the 
outgoing assembly, has been elected . 
chairman of the new one. - • - 
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ECONOMIC DIARY 


Other economic news 

Monday: The UK purchasing 
managers survey will give 
the latest Indication of the 
strong pound's effect on Brit- 
ish industry. UK M0 money 
supply growth is thought to 
have slowed in January. 

Tuesday: The US Federal 
Reserve’s open markets com- 
mittee meets to discuss 
interest rates. Mr Robert 
Rubin. US treasury secre- 
tary, testifies to the Senate 
budget committee. 

Wednesday: The US FOMC 
meeting continues. Mr Eddie 
George, governor of the 
Bank of England, is likely to 
urge Mr Kenneth Clarke, the 
UK chancellor, to raise inter- 
est rates when they meet to 
discuss the economy. Few 
economists expect UK rates 
to be raised. 

Thursday: UK manufactur- 
ing output is forecast to 
have recovered in December 
after faTting in November. 

Friday: The US employ- 
ment report is expected to 
show greater job creation 
last month. US consumer 
credit figures are published. 
The Confederation of British 
Industry’s distributive 
trades survey will show if 
Britain's shops recovered in 
January after disappointing 
December sales. 


Stattatics. to.be released this week 


Germany 

Germany 

Germany 

Uk 


Autamo bfe sates**- - 
January .foreign exchange reserves' 
December producer price i mfe** : - 

Decento er producer price InctoC • 
Januar y MO* . - 

January MO** 

December persona) Income 

Dbc personal consumer expenditure. 
Jan domestic autoraabJe sales . 

Jan Nati onal AaaPuiich Managers 
December construction spending 
January consumer price Index** 

Jan cons price index (ex-tob acco)* 
Jan cons price index (ex-tobacco)** 
December hooting starts 
January official reserves 
December leading intficatore 

. Redbook Februwy 1 • 

Decemb er factory orders 

December factory in v entories 
December home completions 
January tnte mpfo yment pan Garment 
January unemployment, weett 
January un e mp loyment, eastf - 
December JixJusWal .production" 


Rrtaa— d Oruniry • StetjaUc Poreoat 

. UK.-. • .. December Mustral production**- • . ' 1.1% 

UK| "• December manufacturing output". . 0.3% 

UK ' December manufacturing output" 1.1% 

Fri ■ - Noth' ds January consumer price Index* CL3% 

Feb 7 Neth’da - January consumer price-index" .■ • 2A% . 

UK '' January cyclical Indicators UK economy 
Sweden January unemployment. 8.7% 

US • .• January non-farm payrofi • 188.000 

US ' January manufacturing payroll 10,000 

US- . January hourly ea rn ing s 0.3% . 

US . January average work week 
US ' January unemployment rata • 5.3% ’ 

• US •• 'December wholesale trade 

US December consumer credit ‘ $65bn 

- Mexico -.. December trade balance, final ; S22Dm 

During the w e e k..'. 

Germany December Indust prod, pen German* -05% 

Germ any Deoember mantrf output pen German* -0.9% • 

Germany December Industrial production 
■’ Germany Dec net foreign securities purchases. 

' Germany December manuf . orders pen German* -0.5% 
Japan January trade balance (let 20 ) rant - 
Japan '. December current account (IMF) rant 
Japan December trade balance (IMF) nonf - 


Finally, you can expect 
superb sound 
wherever you are. 

The Bosf Acoustic Wove" music system, 
the cmfy thing that's limited is its amiability 


/282J300 

-18,000- 

•0.5% 








. ’month on month, "year on year, laaasorefiy adjusted 


• ••• 1.2*11. 
os . , PM21-9bn , 

nan* -0.5% - -<L6%n. ; • 

nt ■ -y^3brP T 

ont : . ' Y1.Q70bn- ; 

if , '.YUlObn--; 
Statutes, courtesy MAS Menatfonst 
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